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Revitalization of New York 


T. D. ELLSWORTH AND KATHERINE S. MITCHELL 


Director and former Research Assistant, Research and Publications 
Division, New York University School of Retailing 





hattan groups and agencies. 





This article is based on personal and mail interviews with 43 Man- 
The survey was conducted in the 
spring of 1956 by a committee of graduate students of the New 
York University School of Retailing as a part of their training in 
practical research. The committee members included: Gerald Korn, 
Arthur Shida, Priscilla Simms, and John Watson. Mrs. Katherine 
S. Mitchell assisted Dr. Ellsworth with the supervision of research. 








Manhaitan is an ever-growing me- 
tropolis. There are many groups and 
agencies constantly putting their efforts 
and resources into molding the city 
into a more desirable residentiai, trade, 
and industrial center. Each day we 
read or hear of the activities of groups 
that are designed to maintain and ac- 
celerate the growth of New York City. 
Who are these groups? What are they 


doing? Why are they doing it? These 


and other questions highlight a study 
that was conducted by a group of grad- 
uate students of the New York Uni- 
versity School of Retailing. 


Copyright, 1957, New York UNIVERSITY 


Conduct of Study 


The study consisted of 43 personal 
and mail interviews with representa- 
tives of organizations within New 
York City. The objectives of the study 
were: (1) to compile a list of Man- 
hattan agencies that are in some way 
improving or contributing to the devel- 
opment of Manhattan as a residential, 
trade, and industrial center, and (2) to 
determine if these agencies are inter- 
ested in the value of their project to 
Manhattan as a whole, or in furthering 
the aims of a particular isolated group 
concerned with a unique problem. The 
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F 
ae -agg 
cian detens a list of 60 agen- 
cies. Of the co-operating 43 agencies, 
17 granted personal interviews to mem- 
bers of the committee and 26 responded 
by mail. 

The responding 
grouped into four major categories, 
according to their purposes and activi- 
ties: Transportation and Traffic, Area, 
Housing, and “Other,” which includes 
agencies that do not engage in any 
activities peculiar to the remaining 


agencies were 


1. Nearly 1 in 3 responding agen- 
cies are concerned with area 


development. 

Agency 

Category Per Cent 
Transportation and Traffic..... 19 
(a A ag eee 28 
PE cco Abin nr an ase ed O86 16 
RE epg ee Riera che a wie 37 
| LSI pe eI Ute Need mere 100 


3. More than 3 in 


JOURNAL OF RETAILING 


three categories and also a few agencies 
that combine two or more spheres of 
interest. The “Area” category is used 
to indicate those groups interested in 
some specific or general area develop- 
ment. 

To give the reader a general picture 
of the organizational structure of the 
agencies that participated in this sur- 
vey, some of the findings are presented 
in tabular form. 


2. Only 1 in 5 of the agencies have 
changed the purpose for 
which they were originally 

founded. 


Purpose Changed 


Agency Category Yes No 
Transportation and Traffic. .... 25% 715% 
a Ee ee ee ee ee 8 92 
Lo eae eee 29 71 
J SN a ae peace nee (ane eee 31 69 
PEs. 30S aah thunsws 21 79 


3 agencies are 


privately operated. 


Operation Classification 





Agency 


Category Private 
Transportation 
and Traffic .... 33% 
PN cies wince elas 92 
PAGUSING ......... 43 
iS Ea ere 62 
LL see ia as ae ona 63 


City Other 
37% 30% 
8 an 
14 43 
38 = 
21 16 


4. The depression and war years saw a reduction of new agency 
development. 


Year Agency Founded 





Agency Category "1895-1905 1906-191 


Transportation and Traffic....... 13% — 
EE a ate oe ee -- 4] 
ERNE os dig Wariner ee dean's 4s 14 — 
RD (aedaddetnlins rboknesiasesss: ae 6 
RI re ye ees oe ee ee 14 14 


5 1916-1925 


1926-1935 1936-1945 1946-1955 


25% 12% — 50% 
25 17 -— 17 
14 14 29 29 
19 25 19 6 
21 19 11 21 





Ar 
H« 
Ot 
All 


‘Tra 
Are 
Hot 
Oth 
All 


Fin 


1 
that 
tive 
repc 
been 
mor 
to n 
whic 
the | 
reali 
their 
low- 
co-O} 
ing ; 
and | 
trans 


Spri 


REVITALIZATION OF NEW YORK 3 


5. Two in 5 cite “private contributions” as their main source for funds.* 


Source of Funds 





Private 
Agency Category Contributions 
Transportation and Traffic..... 13% 
UE gs rss Vakresnses os DORN 67 
ONE 3 a as Fe i anes g tra 43 
EI ce Se ee eice ick eas icp es 31 
1 A SE a Aa a Pee eA oe 39 


Public Public Bond Dues and 
Funds Solicitation Issue Other 
62% _- 13% 12% 

8 17 8 25 
43 — 14 29 
37 = we 44 
uo 5 7 30 


* This and other tables similarly marked do not total 100 per cent since respondents gave multiple answers. 


6. Most agencies favor a combination of newspapers and magazines as 
media for information dissemination. * 


Media Employed 





News 
Agency Category Releases 

Transportation and Traffic........ 87% 
PE Sots os a Faience ees 100 
SNR 2k. va ed ees AkeG diane een 100 
ROMTMET 5-6-0 ww ieig lettings s bsaceelorelc gle 100 
1 Ge ORES Fae pe Same ye ES ire ro 98 
Findings 


The findings in this study indicate 
that 
tive 


a great deal of energetic, construc- 
activity is going on among the 43 
reporting agencies. Much has already 
been accomplished by them and, even 
more encouraging, many more projects 
to make Manhattan a better place in 
which to live and work are already “off 
the drawing board” and will soon be 
realized. In general, the agencies state 
their purposes as being: (1) to promote 
low- and middle-income housing and to 
co-ordinate public and private build- 
ing; (2) to foster better marketing 
and business practices ; (3) to alleviate 
transportation and traffic problems in 
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Agency Reports Speeches, Radio 
and Magazines etc. and TV 
87% 50% 25% 
75 8 42 
100 57 _ 
04 38 
88 36 23 


particular areas as well as in Man- 
hattan as a whole; and (4) to provide 
for future growth and development of 
Manhattan through physical improve- 
ments. 

Following are the organizational 
principles, major accomplishments, and 
planned projects of each of the four 
categories of agencies participating in 
this study: 

Transportation and Traffic. This 
group of agencies endeavors to better 
transportation and traffic facilities in 
and about New York City. Some of 
the organizations in this category are 
bistate and work with affiliated groups 
in New Jersey. Projects that have been 
completed by the group include Co- 











+ JOURNAL OF RETAILING 


lumbus Circle, Operations Crosstown, 
Port Authority Bus Terminal, Sixtieth 
Street Tunnel Connection, West Side 
Airlines Terminal, and East Side Air- 
lines Terminal. Projects that are either 
being worked on at present or contem- 
plated for the near future include: Gar- 
ment District Control, Lincoln Tunnel 
Third Tube, Second Deck to George 
Washington Bridge, Second Avenue 
Subway, Helioport for Downtown 
Manhattan, and the Forty-second 
Street Subway between Manhattan, 
Weehawken, and Long Island. It is the 
hope of these agencies that their proj- 
ects will be effective in perfecting city 
zoning, in increasing industrial mi- 
gration and mass transportation, and 
in bettering Manhattan generally 
by means of planning, surveys, and 
studies. 

Alrea. The general purpose of those 
agencies concerned with area develop- 
ment is to develop and protect business 
properties and to further the establish- 
ment of high standards in order to im- 
prove Manhattan. Some of the major 
projects that this group has completed 
are: Gramercy Park, Pier Develop- 
ment on the Hudson River, Demolition 
of the Third Avenue Elevated, and 
Demolition of the City Hall Elevated 
Station. Current projects that the area 
agencies have undertaken include: De- 
velopment of Washington Square 
Southeast, the Upgrading of Times 
Square and of the Textile Center, and 
Waterfront Improvement. 

Housing. The agencies in this group 
cite as their purpose the promotion of 
low- and middle-income housing and 
co-ordination of public and private 


building. Two famous projects this 
group has already completed are Stuy- 
vesant Town and Peter Cooper Village. 
The housing agencies list many cur- 
rent and future projects scattered 
throughout Manhattan in such areas 
as: Columbus Circle, Harlem, Murray 
Hill, Second to Third Avenues, Lin- 
coln Square, Corlears Hook, Morning- 
side, Manhattanville, Delancy Street, 
and the New York University—Bellevue 
district. 

The “Other” Agencies. As previ- 
ously noted, this group of agencies in- 
cludes groups whose purposes either 
lie outside the aims of the other three 
categories, or those organizations in- 
terested in a combination of the activi- 
ties of the others. Some of these agen- 
cies in the “Other” group have been 
organized to provide for the over-all 
future growth and development of 
New York City through the acquisition 
of land and the making of physical im- 
provements on the terrain, such as grad- 
ing and landscaping, to promote trade 
and welfare, to plan for the future 
development of the city, and to relocate 
certain markets. Currently, agencies in 
this category are working on projects 
dealing with: elements of traffic con- 
trol and rapid-transit studies; the es- 
tablishment of more parks; surveys of 
industrial migration; the expansion of 
community planning, particularly of 
additional middle-income housing ; pro- 
posals for a city agency to take the 
responsibility for the relocation of dis- 
placed tenants ; and, finally, the perfec- 
tion of a city zoning plan for the future 
development of New York City. 


(Continued on page 55) 
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Retail Labor Costs 


JULES BACKMAN 


Professor of Economics, New York University 








This is the third in a series of articles by Dr. Backman, professor 
of economics at New York University. In his next article he will 
deal with the “Characteristics of Retail-Trade Employment.” The 
present article shows how labor costs are affected by the nature of 
the lines carried, by size of store, and by time considerations. 








World War II and the postwar years 
have been marked by substantial in- 
creases in wages and in other labor 
costs throughout the economy. Retail 
stores also have been subjected to these 
pressures. Average hourly earnings 
for retail trade (except eating and 
drinking places) rose from 54 cents in 
1939 to $1.55 in 1956, according to the 
United States Bureau of Labor Sta- 
tistics. This was an increase of about 
200 per cent. Similarly, large increases 
have taken place in the so-called fringe 
benefits (vacations, holidays, pensions, 
welfare funds, etc.). How has this 
sharp rise in hourly labor costs affected 
the relative cost of labor in retailing ? 
Has there been a different impact upon 
large stores than upon smaller stores ? 
Data to provide answers to these ques- 
tions are available in the studies pub- 
lished by the United States Department 
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of Commerce, the Harvard Business 
School, the United States Bureau of 
the Census, and the National Retail 
Dry Goods Association. Before ex- 
amining these data, it is useful to note 
the relative levels of labor costs among 
different retail lines. 


Labor Costs Vary by Retail Lines 


There are wide variations in the rela- 
tive proportions of payroll costs to 
total sales among retail lines. Payroll 
costs include management salaries as 
well as employees’ wages. Table | 
shows the data for 35 retail lines com- 
piled by Dun and Bradstreet. The data 
cover the latest years for which data 
are available between 1949 and 1954. 
In only 4 out of 35 lines was the pro- 
portion below 10 per cent—and these 
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TABLE I al 

Selected Operating Ratios for Thirty-five Lines of Retail Trade, 1949-1954 gi 
ec 

Cost of Inventory I 

Year Conus Marts Payrolis png sec -™ 

(Per Cent of Sales) 7 (Times) th 

Appliance-radio-television dealers ............. 1954 66.0 34.0 18.8 5.4 2¢ 
Auto accessory and parts stores............... 1949 68.9 | UR 18.1 3.9 ch 
SUE RIN SOONER Coes oso Gdieub Sekwade seats 1953 54.2 45.8 26.4 13.5 an 
NEED ooo etic e eGbbos veieelbess so 1954 61.9 38.1 16.1 33 We 
Camera and photographic supply stores........ 1954 69.1 30.9 16.5 Ws cle 
Children’s and infants’ wear stores............. 1950 67.5 32.5 14.8 2.4 su 
NS a eee 1954 68.3 31.7 18.5 2.6 avi 
RE ag ey rede a ae ee 1954 66.5 33.5 18.0 3.9 be 
Dry goods and general merchandise stores...... 1949 72.5 27.5 15.4 z9 Ta 
PU COI ONIN assoc nse ciccsctccccces 1951 69.9 30.1 16.2 2.2 cot 
Farm equipment dealers..................2+8. 1954 81.7 18.3 7.4 2.8 gr 
ee = a re 1951 86.1 — 13.9 13 12.5 pai 
ee NET POET ae te ee ae 1953 52.6 47.4 24.3 11.8 me 
Cs i Se ee ea 1954 62.0 38.0 20.0 2.4 dif 
rr 1951 77.4 22.6 13.7 20.7 , 
Gift, novelty, and souvenir stores.............. 1951 61.0 39.0 19.4 2.2 wid 
EO tr ee ee 1952 84.1 15.9 9.9 13.6 wi 
ee 1950 83.7 16.3 9.1 17.2 Si. 
LS Oe 1954 706 24 178 21 we 
Jewelry stores (primarily cash and open credit). 1953 55.6 44.4 24.2 1.2 — 
Jewelry stores (primarily installment credit)... 1953 52.5 47.5 22.4 1.4 — 
EAGUOT BIOTES (DBCKRBE) .<occocce cvccccvessccs 1950 80.0 20.0 10.7 5Z tail 
Lumber and building material dealers.......... 1950 76.5 232) 11.4 52 are 
EE ER Gee wial nv ahetedcekencnes sods 1954 79.3 20.7 13.2 53.3 Bro 
Men's furnishings stores. .........0.20cececec 1952 67.2 32.8 16.3 Z.1 mee 
ME BERS OUNINOR rk Cue en sas owses Soacuises 1954 66.3 33.7 18.4 Ae: mus 
Office supply and equipment dealers............ 1953 64.6 35.4 22.1 3.4 turt 
Paint and wallpaper stores.................06- 1952 65.6 34.4 16.3 SZ furt 
cet s kind seats aiibersas 1950 52.7 47.3 29.7 35.5 thre 
SS C5 re 1953 62.9 37.1 16.9 2.0 mar 
BOGUT MODES DOMES. oss so ks. cee ee ecee es 1953 71.4 28.6 14.7 25 stor 
NT CEN MIR ca cardnawwsined cas secon wes 1954 62.4 37.6 20.2 3.8 whil 
Women’s accessory and specialty stores........ 1954 66.3 gO.7 17.0 2.6 mar 
Women’s ready-to-wear stores................ 1953 67.7 32.3 17.0 4.1 equi 
ee 1954 65.6 34.4 18.1 4.8 groc 
store 


* Inventory turnover has been computed by dividing inventory into cost of goods sold. 
+ Ratios shown are for stores in the following volume groups: department stores with annual sales volume 
under $250,000; furniture stores between $200,000 and $350,000; women’s wear stores under $250,000. Spri 


Source: Dun and Bradstreet, Operating Ratios for Thirty-five Lines of Retail Trade, September 1955. 
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are the same lines with low gross mar- 
gins (grocery, grocery-and-meat, farm 
equipment, and farm supply stores). 
Eighteen retail lines, or half the total 
number surveyed, had payroll costs 
that ranged between 15 per cent and 
20 per cent of total sales. These in- 
cluded department stores, dry goods 
and general merchandise stores, hard- 
ware stores, and men’s and women’s 
clothing and accessory stores. With 
such a wide variation in labor costs, 
average figures for all retail trade must 
be used with great care. A study of 
Table I will also show that payrolls ac- 
count for varying proportions of the 
gross margin out of which they must be 
paid. Asa result, similar wage adjust- 
ments fall with varying impact upon 
different retail lines. 

These same studies show that indi- 
vidual lines of retail stores have mark- 
edly different characteristics within the 
framework of their essentially local 
nature. Table I reproduces several key 


operating ratios for the 35 lines of re- . 


tail trade. Some branches of retailing 
are characterized by relatively low 
gross margins and rapid turnover (e.g., 
meat markets, groceries), while others 
must operate on large margin because 
turnover is small (e.g., jewelry stores, 
furniture stores, shoe stores). For 
three categories of retailing the gross 
margin exceeds 40 per cent (jewelry 
stores, restaurants, bars and taverns), 
while for four categories the gross 
margin was less than 20 per cent (farm 
equipment dealers, farm supply stores, 
grocery stores, and grocery-and-meat 


stores ). 
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Labor Costs by Size of Store 


How do labor costs vary by size of 
store? Can we reach any generaliza- 
tion on the basis of the available data? 
Scattered data are available for all re- 
tailing, department stores, specialty 
stores, and variety chains. Table II 
shows the 1948 census data by stores 
with varying numbers of employees. 
It will be noted that the larger the 
store, on this bz.sis, the higher the rela- 
tive importance of payroll costs. How- 
ever, the figures for stores with fewer 
than six employees do not present a 
fair picture of labor costs because of 
the relatively large proportion of un- 
paid family workers and proprietors. 
Nevertheless, there appears to be a 
tendency for labor costs to be higher 


TABLE Il 


Relationship of Payrolls to Sales by 
Employee Size, 1948 





Number 
of Paid 
Employees Sales Payroll Ratio 
(Millions of Dollars) 
0 11,142 76 0.7 
1 9,021 414 4.6 
2 9,811 684 7.0 
3 8,927 750 8.4 
4or 5 13,721 1,326 9.7 
6:or 7 10,305 1,104 10.7 
8 or 9 6,856 773 11.3 
10 to 19 19,009 2,303 Iza 
20 to 49 18,799 2,480 13.2 
50 to 99 7,848 1,178 15.0 


100 or more 15,083 2,481 16.4 


Total 130,521 13,568 10.4 


Source: United States Department of Commerce, 
Bureau of the Census, United States Census of 
Business, 1948, Volume I, Retail Trade—General 
Statistics, Part 1, Washington, D.C., 1952, pp. 4.02- 
4.07. 
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for the larger stores. The fact that 
larger stores may undertake some func- 
tions, such as warehousing and deliv- 
ery, which may not be carried out by 
the smaller stores helps to explain why 
they tend to have moderately higher 
labor costs. It may also reflect the fact 
that in many smaller stores the real 
labor cost is not reflected in the avail- 
able data because of inadequate ac- 
counting for work performed by mem- 
bers of the family. 

A different pattern emerges when 
department stores and specialty stores 
are studied by size of store. Table III 
shows the relative importance of pay- 
rolls, gross margins, and total expenses 
for department stores in 1955. There 
ts little difference in relative payroll 
costs among the department stores of 
different sizes... Payrolls plus pensions 
accounted for between 18.3 per cent 
and 19.3 per cent of total sales. Smaller 
and larger department stores had simi- 
lar employment costs. Total expenses, 
however, were moderately lower for 
department stores with sales of less 
than $500,000 than for the larger 
stores. For the smaller stores, the av- 
erage expense ratio was almost 32 per 
cent as compared with more than 33 
per cent for the larger stores. Gross 
margins followed a similar tendency, 
with an average of about 36 per cent 
for the larger department stores as 
compared with 32-33 per cent for those 
with a volume of less than $500,000. 

Table IV shows the data for spe- 
cialty stores. For this group, payroll 
costs were lowest for the stores with 

1David Carson, Operating Results of Limited 


Price Variety Chains in 1955, Harvard Business 
School Bulletin No. 146, 1956, pp. 26-28. 


total net sales of less than $250,000; 
the ratio was 17.7 per cent as compared 
with 19.3 per cent to 20 per cent for 
larger stores. 

However, the reverse pattern emerges 
for variety chains. Detailed data are 
available for only three broad cate- 
gories of variety stores in the Harvard 
studies. The 1955 survey appears in 
Table V.? 

Labor costs were significantly higher 
for the smaller chains with lower sales 
per store than for the larger ones. 

In the light of these diverse relation- 
ships for all retailing, department 
stores, and variety stores, generaliza- 
tions concerning the relative impor- 
tance of labor costs by size of store 
appear to have limited value unless 
based upon a study of the experience 
for a particular retail line. 


Labor Costs Over a Period of Time 


Table VI shows the relationship be- 
tween compensation of employees, in- 
cluding and excluding wage supple- 
ments, and total retail sales for selected 
years since 1929. These data cover all 
retailing and are derived from the na- 
tional income estimates of the United 
States Department of Commerce. Over 
the years, the ratio has moved within 
a range of 12.3 per cent to 14 per cent. 
In other words, there has been little 
change in the relative importance of 
employee compensation for all retailing 
during this entire period despite the 
increase in wages and in wage supple- 
ments. 

2 David Carson, Operating Results of Limited 


Price Variety Chains in 1955, Harvard Business 
School Bulletin No, 146, 1956, pp. 26-28. 
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TABLE III 
Selected Operating Ratios of Department Stores by Volume of Sales, 1955 * 





Number of Payroll 
Reporting Gross Total Plus 

Total Net Sales Firms Margin Expense Pensions 

(Thousands of Dollars) (Per Cent of Net Sales) 

PRET ARANT (SSO 02s ios ew BR 34 32.1 31.8 18.3 
BO fa ios GessG ks cemeeessiceaw 26 33.4 31.8 18.6 
PRION oo. 5sic 0s. cisls cla neni s aaleoewane 35 34.9 33.7 19.3 
ROUEN 5.5 66 ¥:4'0:5% b:RR RAs oaelee OO 35.8 34.4 19.0 
rab US || | a i Siar oeee 57 36.2 33.4 18.6 
BOP IOOG 5c caked asd ee ei eee eee 46 35.9 34.1 18.4 
0 ere ree 41 35.8 34.0 18.6 
ro || a are 44 36.0 33.5 18.7 
DUNNO OF WORE. 66s.5 0. via d Sic.a'ee diego 24 36.7 33.4 18.5 


* A similar picture is shown in the data prepared by the NRDGA. See Departmental Merchandising and 
Operating Results of 1955 (1956 edition), Controllers’ Congress of the National Retail Dry Goods Association. 


Source: Malcolm P. McNair and David Carson, Operating Results of Department and Specialty Stores in 
1955, Harvard Business School, June 1956, pp. 4, 5. 


TABLE IV 
Selected Operating Ratios of Specialty Stores by Volume of Sales, 1955 


Number of Payroll 
Reporting Gross Total Plus 
Total Net Sales Firms Margin Expense Pensions 
(Thousands of Dollars) Per Cent of Net Sales) 
ORS) SOR ZOO ik osha sc ae sie ods 24 34.0 32.3 17.7 
Oe Se ee rare oy ate oe 16 Ei 35.2 19.8 
PO Ser Ser okha Vue Reeae es 15 S71. 36.7 20.0 
EPR SONIIO 5b 2S Se Ss anrhae Cidawe eer 17 37.8 36.7 19.5 
BIO GT MMOGs is 6 ss oak one eee een 15 38.5 37.4 19.3 


Source: Malcolm P. McNair and David Carson, Operating Results of Department and Specialty Stores in 
1955, Harvard Business School, June 1956, pp. 6, 7. 


TABLE V 
Selected Operating Results of Limited-Price Variety Chains, 1955 


Average Payroll as 

Sales per Per Cent 

Size of Chain Store of Sales 
Witter ee TIONS o.o55.0 8d kk s.cwoca cases $ 86,104 21.53 
ee Ai i EIN noes bck é os Uo aeeenbae 153,979 19.13 
SIO MIUNON ANC OVET. « . 6... ssc vec cdeccvs 451,972 18.63 
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This conclusion does not apply to chains data are divided into regional | 
variety chains and department stores. chains and national chains. This table | 
Table VII shows the trend of payrolls shows that there has been a significant 
as a per cent of sales from 1939 rise in the relative importance of pay- { 
through 1955 for these two types of rolls for the large and small variety 
retailing. These data are taken from chains since 1939. There is also a con- i 
the studies prepared annually by the tinuous series for 13 chains shown in t 
Harvard Business School. The variety- the table. For this group, the payroll c 

Pp 
TABLE VI C 
Vv 
Relationship of Wages and Salaries and Compensation of Employees to te 
Retail Sales, 1929, 1933, 1935-1955 ti 
Compensation of hi 
Employees 
Retail Wages and Including al 
Sales Salaries Per Cent Supplements Per Cent 
(Billions of Dollars) (Billions of Dollars) 
Old Series 
ee 48.5 5.9 12.3 6.0 i 
MBG hse anGeneGh ce 24.5 3.4 13.9 3.4 14.0 
1 Rees 32.8 4.3 13.0 4.3 13.1 
2 a 2 38.3 4.7 ee 4.7 12.4 
eer ee 42.2 aa 12.5 55 12.9 
rae 38.1 Fe | 13.5 5:3 14.0 
SN ete SSR ee 2.0 5.4 12.8 5.6 13.3 
| RE yer 46.4 5.8 12.5 6.0 13.0 
SE ee 55.3 6.6 11.9 6.8 12.4 
SOMERS sid Wt aa ka xe af.2 6.9 a2: re 5 
| re eee 63.2 ‘fe A 7.9 iZ3 
| ere. 70.2 8.4 11.9 8.7 12.4 
RR eae * 78.0 9.5 ZZ 9.9 12.6 
PES «tea tisscuee 102.5 12.9 12.6 3 13.0 
| | Sane generar 2 119.6 14.9 12.4 15.4 12.9 
| GS IFRS epe peers 130.5 16.4 12.6 16.9 12.9 
See eae rear 130.7 16.8 12.8 7S 13.2 
1 Ree oe 143.7 17.8 12.4 18.5 12.8 
BR ener 153.0 19.3 12.6 20.0 13.1 
New Series 
es cae aes be 158.2 19.3 12.2 20.0 12.7 1 
PE Kaas ceases s 164.1 20.4 12.5 21.2 12.9 1 
ERE Perea errr 170.7 21.4 in 22.2 13.0 NLA 
| aR ee ee 170.7 21.8 12.8 22.7 13.3 : 
-- Ou) 
ES 185.5 23.3 12.6 24.3 13.1 Pte 

Sources: United States Department of Commerce, Survey of Current Business, November 1943, p. 7; 1952, | 
October 1951, p. 20; September 1952, p. 17; February 1956, p. 28; July 1956, p. 16; United States Depart- and St 
ment of Commerce, National Income, 1954 edition, pp. 178-81. Note: Since 1951 a new technique for estimating of Dep 
retail sales has been in effect. Therefore, the new series is not comparable with sales data for prior periods. For Operat: 
a comparison of the new and old series for the year 1951, see the September 1952 issue of the Survey of Cur David | 

pp. 8, 


vent Business, pp. 17, 18. 
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cost has risen from 15.3 per cent of 
sales in 1939 to 19.2 per cent in 1955. 
A similar rise is shown for the other 
two categories of chains. 

lor department stores, the relative 
importance of payrolls declined during 
the war years as various services were 
curtailed. The decline was from 17.8 
per cent of sales in 1939 to 15.0 per 
cent of sales in 1944. Since the latter 
year, there has been a fairly steady rise 
in relative wage costs. In 1953, the 
total of 18.4 per cent set a new record 
high. There was little change in 1954 


that the ratio for leading department 
stores was moderately lower than that 
for the chain stores in 1955, while 
before World War II payroll costs 
were higher in department stores. 
One other comparison is of interest 
in connection with this table. In 1948, 
the relative importance of wage costs 
for these larger variety chains ranged 
from 16.6 per cent to 18.3 per cent, as 
compared with the 15 per cent shown 
on the basis of Census Bureau data. 
Similarly, for department stores, the 
Harvard Business School study showed 


and 1955. It is also of interest to note a payroll cost of 17.3 per cent as com- 


TABLE VII 


Payrolls as Per Cent of Sales, Limited-Price Variety Chains and 
Department Stores, 1939-1955 


9 National Department 


11 Regional Chains—Sales Stores 
Chains—-Sales $50 Million (342-428 
13 Chains $2-50 Million and Up Firms) 

| UE eee 15.3 17.2 14.5 17.8 
a EET OTe N.A. 16.8 14.5 17.6 
AE eee 15.5 17.0 14.3 17.3 
oe (Se eee N.A. 16.9 14.4 16.8 
BN iach Sa stae ie eeaiwial iss 17.4 14.8 15.7 
Lo, ae ee N.A. 17.3 14.7 15.0 
| Oe eee 15.7 17.4 15.0 15.4 
MN ie 5 a wie SENS se N.A. 17.7 15.6 15.9 
Seer se 16.8 18.3 16.2 16.9 
en, A ne Se 17.1 18.3 16.6 17.3 
A ee 17.8 19.0 17.2 17.9 
Se 17.9 18.9 17.4 17.6 
MRS x 03s Sashes exheiaieees 18.3 18.9 17.7 18.0 
a, See eee ieee 18.9 19.1 18.1 18.2 
ME id cred alas a ¥:Sis/oGa a 19.3 19.4 18.6 18.4 
Dee oe ie aca hae 19.7 19.8 18.7 18.2 
MET ee Tee ree ivZ 19.3 18.6 18.2 


N.A.—Not available. 

Sources: Lawrence R. Robinson, Operating Results of Limited Price Variety Chains in 1953, Harvard Busi- 
ness School, July 1955, pp. 14, 16-17; E. Raymond Corey, Operating Results of Limited Price Variety Chains, 
1952, Harvard Business School, July 1953, pp. 16-17; Malcolm P. McNair, Operating Results of Department 
and Specialty Stores in 1953, Harvard Business School, June, 1954, p. 4; Milton P. Brown, Operating Results 
of Department and Specialts Stores in 1945, Harvard Business School, August 1946, p. 3; Malcolm P. McNair, 
Operating Results of Department and Specialty Stores in 1954, Harvard Business School, June 1955, p. 4; 
David Carson, Operating Results of Limited Price Variety Chains in 1955, Harvard Business School, July 1956, 


pp. 8, 11-28. 
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pared with 15 per cent reported by the 
Bureau of Census for all firms with two 
or more stores.* The Harvard Business 
School data probably give a better pic- 
ture of the relative cost for larger firms 
than do the census data. 

In connection with these data, it 
should be noted that the total payrolls 
do not reflect the entire employment 
costs of these companies. For example, 
the department-store group had_ pen- 
sions and retirement allowances rang- 
ing from 0.1 per cent in the $1 million 
to $2 million sales group to 0.4 per 
cent in the group with sales of $50 mil- 
lion or more. Similarly, payroll taxes 
for unemployment insurance and_ for 
old-age security are not included in the 


total payroll data. The inclusion of 
these items would raise the total em- 
ployment cost of these firms moder- 
ately. Similar factors affect the data 
for variety chains. Since these costs 
have been rising in recent years, the 
long-term rise in total labor costs is 
somewhat greater than noted earlier on 
the basis of payroll data alone. 

Perhaps a more significant compari- 
son is the relationship between the total 
payroll and the gross margin (the dif- 
ference between the selling price and 
the cost of goods sold). Table VIII 
shows these relationships annually for 
the period 1939 to 1955. 

The relationships in 1939 and 1955 
for each category were as follows: 





Department 


Stores 
1939 
Gross Margin (per cent of sales)........ 36.9 
Total Payroll (per cent of sales)........ 17.8 
Payroll to Gross Margin................ 48.2 
1955 
Gross Margin (per cent of sales)........ 36.3 
Total Payroll (per cent of sales)........ 18.2 
Payroll to Gross Margin.............+-. 50.1 


Variety Stores 


9 National 11 Regional 
13 Chains Chains Chains 
36.0 36.0 36.5 
betes 14.5 72 
42.5 40.3 472 
38.7 38.2 38.3 
19.2 18.6 19.3 
49.6 48.7 50.4 





For department stores, the gross 
margin was 36.3 per cent in 1955, as 
compared with 36.9 per cent in 1939. 
Since payrolls increased in relative im- 
portance during this period, the ratio 
of payrolls to gross margins rose from 
48.2 per cent to 50.1 per cent. 

3 United States Department of Commerce, Bureau 
of the Census, United States Census of Business, 


1948. Volume I, Retail Trade—General Statistics, 
Part 1, Washington, D.C.: 1952, pp. 3.03-3.04. 


Sinularly, there has been a sharp rise 
in the relative size of payrolls for vart- 
ety stores. For the 13 chains, payrolls 
were 42.5 per cent of the gross margin 
in 1939 and 49.6 per cent in 1955; a 
similar increase was recorded for the 
nine national chains. This sharp rise 
took place despite the increase in the 
gross margin by 2.7 percentage points 
(36.0 per cent to 38.7 per cent) for the 
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13 chains, and 2.2 percentage points 
(36.0 per cent to 38.2 per cent) for the 
national chains. 

These comparisons show clearly that 
labor costs of department stores and 
variety chains have been accounting 
for a growing share of total sales and 
of gross margins during the past fif- 
teen years. 


Summary 


Labor costs vary widely by retail 
lines. For 4 out of 35 retail lines, pay- 
roll costs were less than 10 per cent 
of total sales, while for eight lines it 
was 20 per cent or higher. Under these 
conditions, labor cost figures for all 


retailing must be used with consider- 
able care and may have little applica- 
bility to a particular branch of retailing. 

Retail wages have risen substantially 
since 1939. However, increases in sales 
—reflecting a combination of higher 
prices and a larger number of physical 
units—have made it possible to absorb 
all or most of this rise in labor costs. 
For the entire retail sector of the econ- 
omy, relative labor costs have shown 
little change during the war and post- 
war years. However, for department 
stores and variety stores, labor costs 
have risen more than sales, so that in 
1955 the relative importance of labor 
costs was greater than in 1939. The 


(Continued on page 50) 


TABLE VIII 


Relationship of Total Payroll to Gross Margin for Department and Variety 
Stores, 1939-1955 (Per Cent) 


Department 
Stores 
Sk EEE ee eee 48.2 
EME os Siotietalss od re 47.5 
PRA oki nsnwe + Oxee eee 45.3 
ln TE CPE ren ae | 43.3 
ee Sos awe irk § ere 40.9 
pe ER Ta cents 39.6 
BA tS eu tthukotes 41.0 
Ps hoc tic or aceu sees 44.3 
Peed So 0 he ech at ee 47.6 
eee eee 48.6 
en ee eee 50.9 
LS ,_ |S aPC a ener 48.2 
ML oo c4a uae ska es 50.8 
POMC SS WES eee + Aus 50.7 
RM eT eS 50.7 
Pee sits ORS s hee ne 50.0 
I 55 aor Gan biotin ce 50.1 


N.A.—Not available. 
Sources: See Table VII. 
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Variety Stores 





9 National 11 Regional 
13 Chains Chains Chains 
42.5 40.3 47.2 
N.A. 40.5 46.5 
40.8 39.3 45.6 
N.A. 39.3 44.7 
40.9 41.0 45.7 
N.A. 40.0 44.8 
40.7 40.7 45.4 
N.A. 42.5 46.4 
44.4 44.5 48.5 
45.2 45.5 48.8 
47.8 47.3 51.4 
46.0 46.1 49.2 
47.8 47.3 49.9 
49.5 48.6 50.9 
50.0 49.2 51.2 
51.0 49.6 52.0 
49.6 48.7 50.4 








Resale Price Maintenance 

















EDWARD McFADYEN B 
Editor, Stores and Shops, London, England ‘ 
This is the first in a series of articles by the editor of the well- 

known British monthly, Stores and Shops, published by Newman th 

Books, Ltd., 68 Welbeck Street, London. In order to point up th 
differences between retailing, English style, and retailing, American n: 

style, Mr. McFadyen will summarize important trends in his gi 
country that are covered regularly in his own magazine. These will at 

include aspects of general management, merchandising, sales pro- in 

motion and advertising, self-service, personnel training, and store th 

layout and design. th 

The present article concerns the British approach to a crucially te 

important subject on both sides of the Atlantic: price maintenance ay 

versus the rise of price cutting or discounting. An interesting dc 

view emerges of the attitude of British housewives toward dis- ill 
counters, as contrasted to that of American shoppers. Statistical lis 

data is presented on the expressed preferences of shoppers of three an 
different British “classes” toward “free prices” as opposed to the in 
present English system of “restrictive trading agreements.” | 
Vi 
The Restrictive Trade Practices Act whether or not the practices are in the on 
came into force in this country last public interest. ns 
November. It provides that a registrar The system of judicial scrutiny lays on 
of restrictive trading agreements, to the onus of showing proof that the re- ‘ 
be appointed by the Crown and inde- strictive practices are in the public in- ina 
pendent of the Board of Trade, should terest on those who wish to maintain 
record restrictive agreements and them and not on the government to 
should take proceedings in respect of show that they should be done away * 
such agreements before a new restric- with. Also, an important potential ana 
tive practices court. The new court loophole has been closed by the recog- the 
consists of both judges and lay per- nition that an oral undertaking can be ati 
sons, has the status and powers of a a restrictive practice just as much as a , 
High Court of Justice, and determines written agreement. e 
Sp 
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TABLE I 
Price Preferences of British Housewives 
Age Age 45 
Middle Working Under and 
Prefer All Class * Class 45 Over 
ERTL ETT Te 54 60 51 52 56 
NEE 65 oa iwinnh ex knsumweweseaniin 33 32 33 34 31 
As ROIS Siok i ines 65.0 a Cen eieeeee es 1 8 16 14 13 


* Wives of white-collar workers earning at least 


The crucial question for retailers, 
however, is the provision in the Act 
that relates to resale price mainte- 
nance. Individual price maintenance is 
given legal sanction—manufacturers 
and traders are allowed to enforce 
individual resale price maintenance 
through the ordinary civil courts. On 
the other hand, collective price main- 
tenance is now unlawful, and all the 
apparatus of collective enforcement is 
done away with at one blow. It is now 
illegal to keep private courts and stop 
lists and to impose collective boycotts, 
and a civil action lies where anyone is 
injured by these practices. 


Views on Price Fixing 


The opinions of retailers in this 
country on price fixing are sharply 
divided. There are those who have 
bitter memories of the price-cutting 
war of the 1930’s, when many busi- 
nesses were ruined and wages were 
driven down. This, of course, was at 
a time of acute unemployment and de- 
pression, when economic conditions 
were very different from what they 
are today. This was the period when 
the Proprietary Articles Trade Associ- 
ation energetically took up the fight for 
price fixing but was mainly successful 
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£750 per annum: approximately one third of all housewives. 


only in the pharmaceutical and medical 
field. The P.A.T.A. was founded in 
1895, and in 1896 issued its first Pro- 
tected List of 18 items; from these 
small beginnings the list grew until in 
1947 it included about 2,000 articles. 
Certain economists, such as Basil 
Yamey, take the view that the abolition 
of resale price maintenance, both col- 
lective and individual, is necessary for 
the full promotion of competition in 
retailing. “The history of retailing in 
England and elsewhere,” he writes, 
“makes it clear that the offer of keener 
prices is the most effective method of 
competition whereby a retailer can in- 
crease his trade, and that this general- 
ization requires very few qualifica- 
tions.” + One of his conclusions is that 
the abolition of resale price mainte- 
nance would almost certainly cause an 
increase in the sales of branded goods 
and a larger proportionate increase in 
the sales of the best-known brands. 


Opinion of Housewives 
It may be of interest to consider 


here the opinion of the housewife on 


1B. S. Yamey, The Economics of Resale Price 
Maintenance (Pitman, 1954). 
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price fixing. A survey * was carried out 
in 1955 in which the views of house- 
wives were canvassed ; 54 per cent voted 
for resale price maintenance, 33 per 
cent chose “free” prices, and only 13 per 
cent (an unusually low figure) were 
without a clear-cut preference. When 
asked for their reasons for preferring 
price maintenance, the major consider- 
ations given were (a) _ protection 
against overcharging, (b) help in 
planning purchases, and (c) saving of 
housewives’ time. Little concern was 
shown for the security of the small 
shopkeeper. Of the 13 per cent who 
approved of price maintenance on the 
grounds of fairness, a few indicated 
that it seemed to them part of the 
general protective apparatus of a so- 
ciety set on “fair shares.” 

Housewives favoring free prices 
(33 per cent) largely held that these 
would allow a careful housewife to 
save money, and working-class and 
older women were strongly represented 
in this group. Another substantial sec- 
tion, usually middle class, approved on 
grounds of freedom, competition, and 
efficiency. (See Table I). 

Each housewife was also given a 
card containing statements for and 
against price maintenance. Only 2 per 
cent of price-maintenance supporters 
and 6 per cent of the opponents 
changed sides after reading it. One 
broad conclusion reached from the sur- 
vey was that 64 per cent of British 
housewives can be said to support price 
maintenance while 36 per cent oppose 
it, opinions having been reached with- 


2 Shops and Shopping. No. 2 of a series of papers 
issued by the London Press Exchange, Ltd., 1956. 


out any firsthand experience of free 
pricing. 


The “Cut-Price” Stores 


The type of retailer who is most 
affected by legally enforced price 
maintenance is, of course, the “‘cut- 
price” store, the nearest equivalent to 
which in America is the discount house. 
Multiples and department stores have 
not, in recent years, shown any marked 
tendency to sell branded goods at cut 
prices; neither have self-service shops 
and supermarkets, although in theory 
this method of operation should re- 
duce costs and thereby facilitate price 
cutting. 

In this country cut-price stores have 
only recently appeared after the war- 
time and postwar years of scarcity. 
The type of merchandise sold, broadly 
speaking, is limited to provisions, 
household hardware goods, and phar- 
maceutical products. In most cases 
they are self-service stores, keeping 
running costs to a minimum by refus- 
ing to offer credit or delivery and keep- 
ing packaging down to bare essentials. 
It is estimated that they cover not 
more than 5 per cent of the market in 
provisions, household goods, and phar- 
maceuticals, but their numbers are 
unquestionably growing. 

One third of all household consumer 
goods sold in this country have adver- 
tised prices fixed or recommended by 
the manufacturer. This does not in- 
clude the basic foodstuffs, fresh vegeta- 
bles, or fruit. But not all manufactur- 
ers who publish recommended retail 


(Continued on page 50) 
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The Crisis in Retailing 


VICTOR LEBOW 


Marketing Consultant 








In this article, Victor Lebow discusses the high turnover in re- 
tailing firms and the economic factors that have influenced this 
trend. He foresees a continuation of this “fantastic rate of turn- 
over” in 1957 and 1958. Based on his sound retailing knowledge 
and over-all view of the economy, he predicts: “Not only will a 
sharply increased share of the total volume go to the chains and 
the larger independents, but price competition between these major 
outlets must increase. Price cutting will, therefore, be the major 
form of retail promotion during 1957.” 








In the years since the end of World 
War II, both the physical volume and 
the dollar value of goods produced in 
the United States have risen 
mously ; yet the total number of manu- 


enor- 


facturing firms has declined. But dur- 
ing this period, the number of both 
wholesale and retail establishments has 
been rising. 

It is thus a curious fact that, with 
increasing technical progress, the road 
from the producer to the final con- 
sumer has not been shortened but has 
actually been lengthened. The retail 
outlets and the stages in this movement 
of merchandise have not decreased but 
multiplied. 

The retailers, particularly the op- 
erators of the smaller stores, have been 
going through a stormy period which 
may well reach the stage of catastrophe 
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for many of them in 1957 and 1958. 
The steady increase in the total num- 
ber of retail stores has masked the 
precarious existence most of them lead. 
When we study the years of postwar 
prosperity, between 1947 and 1954, we 
see that a retail store that opens today 
has only a 74 per cent chance of sur- 
viving beyond its first half year of 
existence. Only 49 per cent can pass 
the two-and-one half year mark. As 
for those who can expect to be in 
business ten years from now, only 17 
per cent will make it. 


High Turnover in Retailing 


Of all the changes in retailing dur- 
ing recent years, the greatest has 
been in the number of “transfers,” or 
retail businesses that changed hands. 
What appears to be happening is that 
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many stores that should go out of 
business remain alive by changing 
hands. From 1948 through 1955, the 
number of retail establishments rose 
from 1,763,800 to 1,865,000. But re- 
tail trade has had to run very fast in- 
deed in order to do little more than 
stand still; for during these years, 
there were 1,052,500 new retailers who 
went into business, 991,200 retailers 
who went out of business, and 2,067,- 
400 “transfers.” In short, to increase 
the retail population by slightly over 
100,000 outlets during these years, 
there was required a total of over four 
million births, deaths, and marriages. 

The short life span and the high rate 
of extinction characterize the experi- 
ence of 80 per cent or more of the 
retailers of the country. If they live 
dangerously now, it is clear that even 
slight changes in the economy, or in 
the nature of the competition they face, 
can provide the force to push many 
more of them over the precipice. 

It would be well, therefore, to ex- 
amine both (1) the forces that turn 
this meat grinder and (2) the implica- 
tions of this process. 

The plain fact is that the average 
retailer exists in an atmosphere of dis- 
aster. Against the increasing concen- 
tration in production and the growth 
of the giants in distribution, the vast 
majority of retailers represent a proc- 
ess of atomization. 

Ours is a body economic with a heart 
which is growing stronger, a blood 
supply which is increasing in both 
quality and quantity, an arterial sys- 
tem which functions well, but with 
capillaries which are constantly burst- 
ing, shrinking, becoming blocked, or 
vanishing altogether. 


PART I 
PRESSURES UPON RETAILING 


Let us examine first the pressures 
that create this vast turnover in retail- 
ing. There are, first, those forces that 
originate outside of the retail field. 
Secondly, changes and competition 
within retailing itself hasten the proc- 
ess still further. Indeed, the very 
process of change itself sets up a chain 
reaction and contributes to still more 
and more new adjustments. 


Sociological Factors 


Upon the American consumer is con- 
centrated a heavy propaganda barrage, 
employing every wile and appeal in- 
genuity can devise. With $10 billion 
a year going into newspapers, maga- 
zines, radio, and television, the Ameri- 
can has been transformed into a crea- 
ture whose chief function in life is to 
consume. The symbols of his status, 
the badges of his prestige, are en- 
shrined within the multitude of con- 
sumer products he has been condi- 
tioned to desire. 

The American population has an 
income of around $340 billion, with 
personal consumption expenditures 
reaching $270 billion. Today, accord- 
ing to the Department of Labor, the 
average family of four persons should 
be spending approximately $4,200 a 
year to maintain a minimum standard 
of living on a decent basis. Yet 63 per 
cent of all families in the United States 
have a total money income of under 
$5,000 a year. 

In fact, 1,000 families with incomes 
of $10,000 a year and over spend as 
much for consumer goods and services 
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as do 3,281 families with incomes be- 
tween $4,000 and $5,000 or 4,111 fami- 
lies with incomes between $3,000 and 
$4,000. 

The consumers with the greater pur- 
chasing power have been on the move. 
During this twentieth century, the ur- 
ban population has increased from 
about one third of the total to almost 
two thirds. Now we see the process 
of decentralizing our urban areas, with 
the middle-income groups particularly 
moving to the suburbs. The city re- 
tailer does not, as a rule, move with 
them. 

This consumer is mortgaging his 
future income to secure the automo- 
biles, appliances, clothing, homes, and 
other goods and services he wants. 
And he has gone into debt to the tune 
of some $40 billion or more. By this 
process of lifting himself up by his 
own bootstraps, the consumer is able 
to extend his buying power by a sum 
which exceeds 10 per cent of the total 
national income. 

To the extent that the consumer has 
a stake in the national prosperity and 
in maintaining the boom, he has the 
task of buying, using, wasting, and 
destroying a constantly increasing vol- 
ume of goods. The gross national 
product in 1939 amounted to $91 bil- 
lion, but in 1955 it reached $390 billion. 
We are now producing at the rate of 
well over $400 billion. Between 1947 
and the present, the fixed investment 
of American business in commercial 
and industrial construction amounted 
to some $75 billion while producers’ 
durable equipment, which means prin- 
cipally productive machinery and more 
modern, higher speed, labor-saving de- 
vices, amounted to over $220 billion. 
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Thus a population whose income is 
not rising fast enough is faced with 
the necessity of consuming a flood of 
merchandise moving out at a constantly 
accelerated pace. 

It is in the conflict between retailers 
over who gets the consumer’s dollar 
that a great many of the casualties in 
retailing result. 

The prettying up which marks every 
aspect of -American life, from the 
chrome trim on the new automobiles 
to the kitchens and bathrooms in the 
new ranch houses, extends to the stores 
in which the consumer shops. Hun- 
dreds of millions of dollars are being 
spent by retailers on store fixtures, 
store fronts, and equipment. Add to 
this the demand for parking space, ac- 
cessible location, enticing variety, and 
you have the pattern of what the con- 
sumer expects from the retailer. 


The Climate of Production 


The manufacturer is responsible for 
both the products the consumer wants 
and the burning desire for those prod- 
ucts which animates the consumer. 

While retail advertising represents 
a considerable portion of the total ad- 
vertising budget, it is principally an 
adjunct to the advertising of the manu- 
facturer. Just as, one hundred years 
ago, the wholesaler was the dominating 
figure in the production and distribu- 
tion of consumer goods only to lose 
his leadership to the manufacturer, so 
in advertising, in the last fifty years, it 
is the manufacturer who has achieved 
control with his national distribution, 
his heavily advertised brands, his pric- 
ing, distribution, and merchandising 
policies. 

3y controlling advertising, the man- 
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ufacturer manipulates the most power- 
ful cultural force in the United States. 
By making his products both desirable 
for themselves and as symbols of the 
individual’s standing and progress, he 
creates and intensifies an insatiable de- 
mand. To the retailer he offers the 
bait of markup. The retailer’s margin 
represents the great prize in this flow 
of goods, for it is the largest single 
segment of the consumer’s dollar, 
whether it be the 19 per cent markup 
in a supermarket or the 60 per cent 
or higher markup on selling price in a 
florist’s shop. That is the incentive for 
going into the retail business. 

To assure his markup, the inde- 
pendent retailer has been the principal 
proponent of “fair trade.” In many 
fields the manufacturer has come to 
his support. But fixed pricing is being 
destroyed in state after state, the Fed- 
eral Trade Commission frowns upon 
the practice, and the rise of the dis- 
count house has accelerated the break- 
down. 

Thus you have a manufacturer, like 
General Electric, taking unilateral ac- 
tion by reducing its own prices some- 
what and fixing lower retail markups 
and lower retail prices in an effort to 
stabilize its market and calm the con- 
fused consumer. 

In the automobile industry we have 
witnessed a breakdown of the factory 
pricing system with the automobile 
dealer combining cut prices with long 
credit terms in his effort to sell more 
cars. 

Some manufacturers restrict their 
distribution to one or a few selected 
outlets in a community to emphasize 
the prestige, the fashion rightness, the 
exclusiveness of their products. This 
means they also can maintain and 


stabilize the pricing practices of the 
retail outlets that sell their products. 

Depending upon the nature of the 
competition in an industry, the retailer 
can exercise some limited choice be- 
tween products. If he is a captive re- 
tailer, like an automobile agency, he 
has very little discretion in either the 
products he orders or the quantities he 
must buy. A food store may have a 
choice of many different brands of 
canned soups, but every food store 
must carry Campbell’s soups. A drug- 
gist may carry his own wholesaler’s 
brand of aspirin and any one of a 
dozen nonadvertised or less advertised 
brands, but he must carry Bayer’s 
aspirin. 

In the heavily competitive women’s 
dress industry, a department-store 
buyer has his choice between the 
dresses of many manufacturers. But 
if he has the Jonathan Logan fran- 
chise, his first orders against his “open 
to buy” will be written for that line. 

Thus, while the consumer dictates 
where the retailer should locate, what 
kind of store he should run, what price 
ranges and selection he should carry, 
the manufacturer is tending to herd 
the retailer along the road that controls 
the products he offers, the prices at 
which he sells them, the markups he 
can take, and the competition he must 
face. 


The Pattern of Retail Competition 


The basic trends have long been evi- 
dent. A small proportion of the retail- 
ers are getting a larger and larger 
share of the business. But within this 
general pattern, still newer changes 
become evident. 

One of them is the increasingly 
larger share being taken by big inde- 
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pendents. Look at the distribution of 
food, for example. There are 343,000 
food stores in the United States, doing 
a business of some $40,000,000,000. 
But supermarkets, representing only 
7.2 per cent of all stores, do close to 60 
per cent of total volume. Superettes, 
representing under 20 per cent of all 
stores, do 26.4 per cent of all the vol- 
ume. The small stores, which comprise 
73.6 per cent of all food stores, actu- 
ally have less than 14 per cent of the 
total volume. 

When we define a supermarket as 
a store doing a business of $375,000 a 
year or more, it is obvious that we are 
dealing with large retailers. The 
greatest gain in the food field has been 
made by the independent supermarkets, 
which increased their share of the total 
from 22.7 per cent in 1954 to 27.8 per 
cent in 1955, while the chain super- 
markets increased their share of the 
total from 30.9 per cent to 31.9 per 
cent in the same period. 

A somewhat similar picture is to be 
seen in the drug field, accelerated by 
the growth of the shopping centers in 
which the independent drugstore plays 
an even more important role than do 
units of drug chains. 

The move to the suburbs affects both 
the retailers who have existed in those 
areas before and the big city retailers 
whose customers move away. Since the 
current shift to the suburbs involves 
the middle-income groups particularly, 
we have witnessed the growth of ex- 
pensive shopping centers and the sharp- 
ened battle for survival of stores in the 
“downtown” areas. Shopping centers 
are opening at the rate of 600 to 700 
a year and thousands are planned. 

Their growth affects the sales of 
stores in the major cities. It affects 
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also the life span of the stores in sub- 
urban towns from which the shopping 
centers draw their volume. In a recent 
study made by Hofstra College of the 
situation in Nassau County, Long Is- 
land, the fastest growing county in the 
United States, we see this picture: 
based on an index of 1948 represent- 
ing 100, the population in 1954 stood 
at 227 and in 1956 at 272. The dis- 
posable income rose from an index of 
278 to 357. The retail sales went up 
from 257 to 401. The retail sales per 
store showed a 35 per cent increase in 
1955, but only a 9 per cent increase in 
1956. Projected into 1957, the increase 
will amount to around 7 per cent. 

But that is only part of the picture. 
Into these new shopping centers go 
branches of major department stores 
and units of large and experienced 
national chains, which are geared to 
draw from the surrounding area the 
maximum in purchasing power. On 
top of that, these centers exert an ad- 
ditional attraction with their advertis- 
ing, their accessibility, their diversions, 
and their appeal to the comparative 
shopper. 

While department-store sales show 
a steady rise, the share of the total 
business done by the department stores 
is declining. At the same time, their 
operating expenses are steadily rising. 
They are now up to 35.9 per cent of 
sales, with payroll costs now at 20 per 
cent. This is bound to intensify the 
drive of the department store for 
special sales, exclusive merchandise, 
and a variety of protections from the 
manufacturer against the vicissitudes 
of competition from a multiplying list 
of outlets. 

Within a matter of a few years, the 
supermarkets have built up a hosiery 
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business, for example, to where it is 10 
per cent of the total women’s hosiery 
sold, to say nothing of a steadily grow- 
ing volume in men’s and children’s 
socks. 

Aside, possibly, from foundation 
garments, the department store today 
faces competition from every direc- 
tion: from women’s specialty shops, 
shoe chains, men’s and boys’ clothing 
chains, roadside furniture and carpet 
shops, discount appliance houses, and 
drugstores, to say nothing of filling 
stations and vending machines. 

On top of that, the move of the 
middle-income groups to the suburbs 
forces department stores into branch 
operations, which are rarely as efficient 
as those of the main store, and sur- 
rounds these branches with a variety 
of expert merchants who do their level 
best to draw off just as much business 
as they possibly can for themselves. 

In a speech he made a couple of 
years ago before the National Retail 
Dry Goods Association, the president 
of the most successful perfume house 
in America, Fabergé, made the point 
that, for the department stores, their 
“franchised lines are their lifelines” 
and this statement has even more force 
today than it had in 1954. 

Even the cream of the drugstores 
are seeing it this way and are reach- 
ing out for the top lines in cosmetics, 
perfumes, and other fields, trying to 
minimize the heavy competition, not 
only from other drugstores, but also 
from the supermarkets and discount 
houses. 

The national chains affect both 
smaller chain-store organizations and 
independent retailers by offering com- 
petition on many fronts. Thus, for 


example, Sears, Roebuck and Company 
competes in lines of merchandise with 
department stores, specialty shops, shoe 
stores, auto-accessory stores, and ap- 
pliance outlets. Sears has just recently 
announced that it is going to advertise 
its own brands in national media dur- 
ing 1957. 

In addition, with over 8 million 
families carrying installment accounts 
in Sears, $1 billion of installment credit 
is held by the Sears, Roebuck organiza- 
tion which is now setting up a finance 
company to handle this paper. Simi- 
larly, both J. C. Penney Company and 
Montgomery Ward are going into 
national advertising, featuring their 
own brands—entirely so in the case of 
Penney and principally Ward’s brands 
in the case of Montgomery Ward. 

Since all three of these major chains 
play an important role in the produc- 
tion of much of the goods they sell, 
as well as in the distribution, their 
power as retailers increases and the 
impact of their competition becomes 
even more severe. 


Consider Some Economic Factors 


The retailer is functioning in an 
economy that is expanding under pres- 
sure. These pressures are manifested 
in a number of ways. 

For one thing, in order to attract 
customers, he has to run a modern 
store in a good location. Costs of con- 
struction and modernization keep ris- 
ing. Rents.are going up, particularly 
for prime locations. The competition 
for the best spots becomes a battle be- 
tween chains and major independents 
with the smaller man left pretty well 
out in the cold. 
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As one chain-store operator said to 
me, some years ago, “Main Street is 
a couple of blocks too long.” By this 
he meant that the independent retailer, 
especially the smaller one, is relegated 
to the poorer locations to serve prin- 
cipally the lower-income groups. 

A retailer operates to a very large 
extent on the credit furnished him by 
his wholesale and manufacturing re- 
sources. This is a subject which was 
developed brilliantly in the article by 
Norman A. Jackson, treasurer of 
Chester H. Roth Company, Inc., which 
appeared in the last issue of the Jour- 
NAL OF RETAILING. The tight money 
situation is bound, during 1957, to 
result in restricted credit lines to more 
and more retailers and, obviously, the 
weaker retailers will feel the effects 
of this restriction most quickly and 
most drastically. Keep in mind _ that 
the record shows that there are fewer 
retailers going out of business during a 
depression than in the ensuing years of 
prosperity. Six out of a total of nine 
decreases in closures, in the years 1884, 
1897, 1907, 1914, 1922, and 1929, 
occurred during the decline period of 
depressions. And five out of eight in- 
creases in closures occurred during 
recovery periods after depressions. 

While, in 1957, we will certainly not 
be coming out of a depression, there 
are a number of factors operating now, 
especially in the disparity between pro- 
duction and consumption, the enor- 
mous inventories, the tight credit situa- 
tion, the heavy consumer debt, and the 
attempt to pay back that debt, that can 
adversely affect a large number of 
retailers during 1957. 

The shift in the geographical loca- 
tions of both buying power and effec- 
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tive retail outlets, the increase in the 
proportion of business done by a de- 
clining percentage of these outlets, and 
the enormous number of retailers 
among whom the manufacturer can 
select the better ones, all will play a 
role in the credit decisions made during 
1957. 

Sales of what might be called 
“status” goods, automobiles, television 
sets, heavy appliances, new homes, and 
the like, have already shown signs of 
decline during 1956. Even if this de- 
cline is halted, we will have reached a 
plateau in consumption during this year 
ahead. The result must be price compe- 
tition on a still more intensified level 
than we saw during 1956. 

Furthermore, this situation and the 
heavy inventories in the hands of 
manufacturers, wholesalers, and retail- 
ers bring closer the possibility of de- 
pressed areas and lowered consump- 
tion in many more parts of the country. 
While commercial and industrial con- 
struction and capital expenditures by 
corporations keep increasing, these ac- 
tivities send more dollars into the pock- 
ets of consumers. But this steady 
growth in productive capacity, as well 
as the rise in the productivity of labor 
as a result of new and more efficient 
equipment, can lead to an oversupply 
of many types of goods and a conse- 
quent decline in business activity. 

While there have been highly drama- 
tized wage increases, the fact is that 
these increases have not been uniform, 
and, as a result, the income of many 
families has not risen with the higher 
cost of living. This has a particular 
effect upon the large and growing 
number of people who live on pensions 
and social security payments. 
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Since only about 50 per cent of total 
consumer expenditures are for basic 
necessities and the rest are postponable 
expenditures, rising prices may result 
in the loss to the market of a consider- 
able proportion of the population. 

How much further the consumer 
can go into debt is a question. If he 
does not avail himself of further credit, 
if he begins to incline rather toward 
paying off his indebtedness, this too can 
have a depressing effect upon retail 


sales. 


PART II 


HOW MERCHANTS ARE 
AFFECTED 


We should now examine some of the 
implications of these pressures upon 
the retailers. 


Chains Versus Independents 


The time is now gone when we 
could with accuracy contrast chain 
stores as a whole to the independent 
merchants and see a rise in the one 
group and a decline in the other. The 
facts are strangely altered today. The 
increase in chain-store sales now comes 
principally from new stores, while 
their established outlets appear either 
to have reached a plateau or actually 
to be declining somewhat. The larger 
independents are more than holding 
their own; in many lines their rate of 
increase exceeds that of the chains. 

Some years ago the chains were 
busily engaged in closing their smaller 
stores and opening fewer but larger 
units. Today practically all of their 
units are large. This applies to food 


chains, drug chains, apparel chains, 
auto-supply chains, or what have you. 

With the increase in size comes the 
multiplication of lines, a greater depth 
in price ranges, new varieties of mer- 
chandise, and intensified competition 
between each other and against the 
traditional outlets for these various 
goods and services. Especially there 
arises the need for particularized mer- 
chandise selection, which brings with 
it a drift away from the rigid con- 
formity of chain-store buying and 
merchandising. 

Thus the larger unit of the chain 
begins to look and act much like a 
larger independent store. 

It is in the shopping centers that the 
chains find a new base of operations 
and a new source of strength. The 
pattern of the shopping center is pri- 
marily a pattern of chain-store expan- 
sion, with the independents playing 
second fiddle and sometimes actually 
not being represented at all except in 
the form of some of the service es- 
tablishments, such as cleaning and dye- 
ing stores and the like, and in the 
drugstore. 

Food Stores. Since the distribution 
of food involves the largest single 
group of retailers, it deserves separate 
consideration. The neighborhood food 
store is definitely on the decline. The 
supermarket and the superette are re- 
placing him at a rapid rate. The shop- 
ping center draws his customers into 
the units of major regional and na- 
tional chains. 

To counter this, the independents 
have organized into so-called “volun- 
tary” chains, which are serviced by an 
independent wholesaler, and into co- 
operatives, which are serviced by a 
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member-owned wholesaler. But the 
cost of doing business rises extrava- 
gantly. The increased proportion of 
processed foods raises the percentage 
of the family budget spent for food, 
but does not increase the tonnage of 
food sold. It does require the installa- 
tion of expensive equipment, freezer 
cabinets, costly gondolas, and new 
fixturing. _ 

To compensate for the rising cost 
of doing business, the food stores are 
poaching upon the lines carried by 
other types of retailers in soft goods, 
toilet requisites, hardware, house fur- 
nishings, drugs, and even furniture and 
carpets. 

The supermarket has helped change 
buying habits through its emphasis on 
the use of the family automobile. Be- 
cause it has established the habit of 
multiple-item purchasing and because 
it has made a great new variety of 
merchandise available, many other lines 
of retailing are being affected by this 
powerful competitor. These include 
the drugstore, the department store, the 
specialty shop, the hardware store, and 
even the syndicate store. 

But the most far-reaching implica- 
tion of food-store retailing today lies 
in the fact that 27 per cent of the 
stores do 86 per cent of the volume. 
The more this trend develops in other 
lines of retailing, the greater will be 
the number of outlets that will be un- 
able to survive, since no other type of 
retailer enjoys, to start with, the turn- 
over of merchandise and the frequency 
of purchase that characterizes foods 
and enables so many marginal opera- 
tors to survive. 

Department Stores. Here is the only 
tvpe of retailer that has managed to 
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on 


retain the status of a community insti- 
tution. Because it benefits from a time 
lag which helps it maintain an earlier 
prestige and because it is rooted physi- 
cally as well as sentimentally in the city, 
the department store has been a late 
comer in meeting many of the current 
changes. Faced with an increased cost 
of doing business and the loss of part 
of their market through the move to 
the suburbs, the department stores 
have had to expand in the face of a 
contracting market. 

For this reason, among others, and 
capitalizing also on long established 
traditions, the department stores today 
are probably more highly subsidized by 
the manufacturers than any other 
single type of retailer. 

A considerable proportion of their 
selling help is paid for, either in part 
or entirely, by manufacturers. A large 
proportion of their advertising is paid 
for, either on the basis of 50 per cent 
or 100 per cent of its cost, by their 
resources. Their holiday catalogues are 
almost entirely subsidized by manu- 
facturers. 

Because many producers have no- 
where else to go and require the style 
authority and fashion leadership of the 
department store for the display, pro- 
motion, and sale of their goods, the 
department store remains the prestige 
showcase of status goods in the United 
States. 

This situation, in turn, results in the 
manufacturer using the department 
store as a bellwether to influence both 
the consumer and other types of re- 
tailers. Thus Revlon, for example, 
uses the beauty shops to sample some 
of its merchandise by giving manicures, 
uses the department stores to feature 
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many items in fashion promotions, 
and with these two pressures at its 
command proceeds to sell drugstores, 
supermarkets, variety chains, and 
others. 

In fact, this employment of the de- 
partment store for the purpose of sell- 
ing other types of retailers is so well un- 
derstood that it is used as an argument 
by the department stores in obtaining 
concessions from manufacturers. 

What has happened, however, in the 
shopping centers is that the depart- 
ment-store branch must meet the com- 
petition of many other types of retail- 
ers, most of whom have the finances 
and the facilities to pretty up their 
premises and offer both the ‘front’ 
and the merchandise in sharp competi- 
tion. Where the consumer is willing 
to accept the limited variety in a J. J. 
Newberry store, for example, she is 
less willing to accommodate herself to 
the scantier offerings of most depart- 
ment-store branches. The branch stores 
increase the total sales figures, but they 
do not help the profit picture. 

The decision of J. J. Newberry 
Company to transform its new stores 
into virtual department-store units 
marks a recognition by one of the 
major general-merchandise chains of 
the vulnerable position of the depart- 
ment-store branch in today’s suburban 
retailing. 


Summary 


In summary, the retail prospective 
grows increasingly ominous for the 
great majority of retailers. 

3etween the decline of “fair trade” 
and the rise of the discount house, 
price competition must increase. This 


trend will be further heightened by the 
enormous inventories and the high rate 
of production. 

The rising level of prices, particu- 
larly in relation to the lower rate of in- 
crease in consumer purchasing power, 
puts a premium upon aggressive mer- 
chandising. New automobiles, new 
homes, new appliances, new furniture, 
and new foodstuffs are all higher in 
price. Because these purchases leave 
less of the consumer’s income available 
for further expenditures and because 
so many of them involve installment 
buying and the mortgaging of future 
income, it is pretty safe to guess that 
the physical volume of goods sold in 
1957 can actually be no higher and 
may well be even lower than in 1956. 
Quite possibly the higher price level 
will force a decline in the physical 
volume of merchandise sold during 
1957. 

The role of the retailer, in relation 
to the manufacturer, is not only to 
serve as a channel through which the 
merchandise flows but also as a re- 
pository for part of the manufacturer’s 
finished inventory. 

Any constriction in that flow hits the 
retailer first. Obviously, it is the 
smaller independents who die of con- 
stipation most quickly. That is why 
we can expect to see the fantastic rate 
of turnover in retail businesses continu- 
ing during 1957 and 1958. One reason, 
obviously, will be the lower rate of 
turnover of stocks within their stores. 

Not only will a sharply increased 
share of the total volume go to the 
chains and the larger independents, but 
price competition between these major 
outlets must increase. Price cutting 


(Continued on page 55) 
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In this basic, thought-provoking article, the authors explore the 
underlying roots of executive leadership problems which often 
are discussed only on the surface. They offer a challenging de fini- 
tion of leadership and discuss the different types of leadership 
appropriate to different groups. Also explored are the meaning of 
creativity and the creative leadership which must emerge if re- 
tailers are to overcome the bottlenecks engendered by rising costs 
and openly competitive pricing. Leadership skills studied in detail 
are: human relations, predictive abstracting, language and com- 
munication, responsibility and authority, selection and training, and 








The old literature on leadership de- 
fined leadership as something which an 
individual has or does not have—like 
an arm, or a leg, or a suit of clothes. 


1 This article is based on an address delivered at 
Rutgers University in August 1956 by Lewis B. 
Sappington to the first- and second-year classes of 
the National Sales Executives School of Advanced 
Retail Management. While there are certain lead- 
ership behaviors and certain aspects of creativity 
that may be used most effectively in retailing, the 
limitation of space as applied to this article allows 
only a brief discourse on those fundamentals of 
creative leadership that can be applied to any situa- 
tion anywhere in which people are involved. How- 
ever, the illustrations in this article have been re- 


lated to retailing. 
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It was firmly believed that leaders were 
born, not made. As Gertrude Stein 
would put it, “A leader is a leader, is 
a leader, is a leader.”” Leadership was 
studied from the standpoint of what 
psychological traits the individual 
leader possessed. For example, it was 
agreed that a leader was intelligent. 
Therefore high intelligence, it was felt, 
equaled great leadership, or the more 
intelligence, the greater the leader. 
Also, it was noted that some of our im- 
portant military leaders were great 
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fighters. Therefore, to be a military 
leader, one must be a fighter. 

Recent comprehensive surveys of 
psychological-trait studies by psycholo- 
gists Stogdill? and Jenkins* do not 
support this old point of view and open 
up a much broader field and a new 
conception. The newer literature on 
leadership views leadership as an aspect 
of the relationships between people. 
Leadership is regarded as something a 
person does—a behavior, or a series of 
behaviors, in certain situations, under 
certain conditions, at certain times, and 
with certain groups. Again, for exam- 
ple, consider intelligence as a leader- 
ship trait. It is not a matter of how high 
the leader’s intelligence is, but rather 
what the intelligence of the leader is 
compared with the intelligence of the 
group in which he is. There are lead- 
ers among groups with very low in- 
telligence . . . and the leaders in these 
groups also will be of low intelligence. 
Morons can and do lead morons. 
Geniuses can and do lead geniuses. 
But morons do not lead geniuses, nor 
do geniuses lead morons. 

7R. M. Stogdill, ‘“‘Personal Factors Associated 
with Leadership,” Journal of Psychology, XXV 
(1948), 35-71, 

*W. C. Jenkins, “A Review of Leadership Stud- 


ies with Particular Reference to Military Problems,” 
Psychological Bulletin, XLIV (1947), 54-79. 


Old and New Approaches 


Some simple illustrations will dem- 
onstrate the “old” and the ‘‘new” ap- 
proaches. 

Figure 1 illustrates the old approach. 
There is the leader. He was supposed 
to possess certain traits which made 
him a leader under all circumstances, 
with all people. A leader is a leader, 
is a leader. He has followers, he has 
followers. It used to be just that 
simple—or people thought it was. 

Retailing provides many illustrations 
of the fallacy of this old approach. 
Department heads, successful in one 
department or one store, were re- 
garded as good merchants and, there- 
fore, it was believed, were assured of 
success anywhere under any conditions. 
I-xperience has demonstrated that this 
belief is a costly one. Examples could 
be cited in scores of cases where 
moderate failures in one location 
proved to be spectacular performers 
when moved to another area or to an- 
other store. There are, of course, many 
instances where just the reverse has 
happened. A “true story” case in point 
is that of a young man who was an 
outstanding assistant department man- 
ager. He was transferred to a much 
larger department, where he was a 
failure. However, because in the eyes 
of his principals he was so outstand- 
ing, he was moved to another depart- 
ment and given a second chance. He 
turned in a satisfactory performance. 
Today that young man is a successful 
department manager, handling a sales 
volume of over one million dollars an- 
nually in one of America’s leading 
department stores. Had his principals 
not recognized some of the elements 
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in the new approach to leadership as 
shown in the next two figures, the 
career of this young man might have 
been a continuing series of failures. 
Figure 2 introduces the new ap- 
proach. Here are three elements: 
leader, group, and situation. There are 
always certain characteristics that ap- 
ply to the situation, just as there are 
always certain traits that apply to the 
leader . . . and certain traits that ap- 
ply to the group. There is an overlap- 
ping which indicates that the relation- 
ships are dependent, not independent 
. thus the possibility of inter- 
changeability. Change either the group 
or the situation and the leader will be 
changed ... or, if he remains the 
leader, he will find it necessary to 
adjust his behavior to suit the new 
group or the new situation. Change 
the leader and, if he uses only the same 
traits and behavior that made him suc- 
cessful in a different situation with a 
different group, he may continue to be 
an effective leader or he may not. 
Figure 3 introduces a new factor 
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which also can affect the leader 

the goal to be accomplished by the 
group. Here again is the element of 
interchangeability. The leader remains 
the leader so long as the group, the 
situation, and the goal remain the 
same. Change any one of the three 
and the leader is changed . . . or, if 
he remains, he adjusts his behavior so 
that he continues to be effective with 
respect to all three segments of the 
whole, particularly goal achieving. 
There are always certain characteris- 
tics of the situation, certain charac- 
teristics of the goal, certain traits of 
the leader, and certain traits of the 
group, all of which have a bearing on 
the relationships of these four ele- 
ments and their interchangeability. 


Definition of Leadership 


It has been indicated that leadership 


is a kind of behavior. Any behavior ? 
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No, since this would not distinguish 
leader behavior from other forms of 
behavior. It is essential that there is 
agreement on what behavior consti- 
tutes leader behavior. 

The following definition of leader- 
ship is acceptable to many researchers 
and students in this field: Leadership 
is the process of influencing the ac- 
tivities of an organized group in its 
task of goal setting and goal achieving.* 

This definition places no limits on 
what the behavior may be or what 
methods the leader may use. Leader- 
ship is not indicated by a particular 
behavior. Therefore the leader with 
the big stick is as much of a leader as 
the leader with the velvet glove—pro- 
vided the behavior of the leader in 
each case leads to goal setting and goal 
achieving for the group. Certain meth- 
ods or skills of leadership are more 
effective in particular situations than 
others with respect to goal achieve- 
ment . . . also there are certain meth- 
ods that may be longer lasting and 
more productive for the leader and for 
the group. This point will be discussed 
later under “human relations.” 


The Nature of Creativity 


Creativity is a fashionable word to- 
day. Businessmen have adopted it 
and use it as a descriptive evaluation 
of an executive’s worth. To say, “he 
is creative,” usually means that a per- 
son is bubbling with new ideas that 
might revolutionize any business in a 
short time. While creativity as a con- 

*R. M. Stogdill, “Leadership, Membership, and 


Organization,” Psychological Bulletin, XLVII 
(1950), 1-14. 


cept may be popuiar today, it certainly 
is not a new discovery . . . in fact, it 
has always been necessary to the ex- 
istence of human beings. Creativity is 
an ability that is in great demand in 
retailing because it produces such dra- 
matic results. Professional buyers are 
always on the lookout for something 
“new.” Those buyers who are most 
sensitive to the changes in consumer 
wants or needs are usually the most 
successful, and this kind of success 
stems from the buyer’s ability to por- 
tray to his manufacturers a clear de- 
scription of the consumer wants or 
needs he has observed. When this is 
done effectively and when the profes- 
sional buyer co-operates with the manu- 
facturer in bringing out a “new” item 
or a “new” design, that buyer is known 
as a creative person. A person with a 
reputation for creativity in retail mer- 
chandising, barring serious faults of 
another nature, is a person in great 
demand and one who commands an 
extremely high salary. So it behooves 
anyone engaged in the merchandising 
aspect of retailing particularly to study 
the fundamentals of creativity and to 
become as proficient as possible in the 
use of this skill. 

In any consideration of creativity it 
is desirable to establish the principle 
that the basic process in creativity is 
thinking. Therefore, creativity also in- 
volves language, since probably all 
thinking today is in language terms. 
This much is known: there cannot be 
creativity without thought, but thought 
does not guarantee creativity. One 
step further . . . all thought is based 
on what a person already knows. 

Just to test the statement that all 
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thought is based on what is already 
known, let the reader try to think of 
something he does not know. It is im- 
possible to think about nothing. Often 
the question is asked, “What are you 
thinking about?’ The answer is fre- 
quently, “Nothing.” Of course, that 
is not a true answer. For some reason 
the person does not want to give the 
true answer—probably because it might 
seem silly or embarrassing. 

A belief sometimes attributed to the 
Greek philosopher Plato is that people 
are born with a complete set of ideas. 
John Locke reasoned to the contrary 

that people are born with a tabula 
rasa, or a blank slate. However, one 
cannot think with a blank slate 
one can only think about what one 
already knows. Therefore, to be a 
thinker, one first must learn. 


Definition of Creativity 

Creativity ts a complex mental proc- 
ess involving the selection and com- 
bination of ideas and thoughts, of 
which an individual is conscious, into 
an idea or thought of which the indi- 
vidual previously was not conscious, 
or does not recall at the time. To put 
it more simply, creativity is using 
knowledge one already has to develop 
an idea one never had before (or be- 
lieves one never had before), but an 
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idea that is a variation of something 
already known. Is creativity expressing 
something new? Yes and no. New 
only in the sense that the thought or 
idea evolves from the old... from 
what is already known. That is the 
basis for the expression, “There is 
nothing new under the sun.” 

Figure 4 is very simple . . . simple 
enough to be confusing. It shows a 
single idea surrounded by a wall. . . 
just one idea . one thought. There 
is nothing else to think about 
nothing else to know. Therefore there 
is nothing else . no other idea, no 
other knowledge with which to combine 
this single idea. Thus there can be no 
creativity. 

Figure 5 illustrates the principle that 
when we start with the assumption of 
two ideas we can go on to innumerable 
additional ideas. Many new combina- 
tions develop into what are called “‘new 
ideas,’ although they are not really 
new in the sense that new means some- 
thing entirely different from anything 
that has existed before. The last line 
of small circles in Figure 5 represents 
the total sum of present ideas. All of 
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these present ideas could have devel- 
oped from two original ideas. The de- 
velopment of ideas, or creativity, takes 
the form of a geometric progression. 
This does not reach to infinity because 
there is a mathematical limit to the 
number of ideas that are available to 
work with and think with. This is so 
because there is a limit to human 
knowledge. No one does or can know 
everything. The number of ideas, al- 
though not infinite, is so great that the 
opportunity for creativity is beyond 
comprehension. 

The comment is often made, ‘Well, 
there doesn’t seem to be much left to 
discover .. . with radio, television, 
automobiles, jet planes, nuclear fission, 
etc.” The idea that everything has been 
thought of is contrary to what is 
known to be a fact which is that 
every time man creates a new combina- 
tion of existing ideas he adds to the 
geometric progression, thus increasing 
the possibility for more combinations. 


Creativity Depends on Knowledge 

Creativity can take place only in a 
certain sequence. This is true because 
no one can create an idea unless he 
has the knowledge or the ideas which 
he can manipulate and recombine into 
different ideas. So, the more ideas one 
has the greater one’s knowledge—and 
thus the greater the possibility of being 
creative. 

Most retail men realize that retail- 
ing is a clannish occupation. Retailers 
are very busy, the hours are long, much 
of the work is tedious. Therefore re- 
tailers are tempted to restrict their ac- 
quaintances to other retailers and 
some manufacturers. This habit or 





tendency is a definite handicap to crea- 
tivity. People in retailing should be 
encouraged to cultivate as many out- 
side contacts as time and energy per- 
mit. For, as has been stated, the more 
ideas one has, the more one is likely to 
have. Therefore, the more exposure 
a retail person has to other activities 
and to other people’s thinking, the 
greater the possibilities of being crea- 
tive. Creativity in retailing, whether 
it be in merchandising, warehousing, 
merchandise handling, employee rela- 
tionships, or operating and accounting 
procedures, often produces astonishing 
results. Someone has said that the 
strongest selling word a retailer can 
use is “new.” 


What Is “Creative Leadership”? 


Both “creativity” and “leadership” 
have been defined. Each word has been 
used separately and elaborated briefly. 
What is meant when the two words 
are combined? A simple, short defini- 
tion of creative leadership, as these 
two human characteristics have been 
viewed here, would be the introducing 
of ideas not previously used... or 
not remembered as having been used 

. and getting other people to adopt 
them to achieve a goal. 

There are many leaders of various 
sorts in the world today. There are 
many creative people, but the combina- 
tion of genuine creativity and strong 
leadership is rare and whenever found 
should be nurtured carefully. For 
these are two characteristics which, 
when combined, produce an effective- 
ness that can be measured only ap- 
proximately by the square of the 
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square of the square. Robespierre is 
quoted as saying, “Let me know which 
way the crowd is going so that I may 
step forward and lead it.” This is not 
leadership as viewed here, and cer- 
tainly it is not creativity. Regrettably 
it does portray the standards of some 
modern administrators, 

There are many examples of leader- 
ship without creativity. Often people 
are satisfied merely to lead without in- 
troducing any new thoughts or ideas. 
This kind of a leader is better than no 
leader at all but certainly is not the 
best. There is also, of course, creativ- 
ity without leadership. Many illustra- 
tions occur in the field of pure science 
and research when the scientist dis- 
covers the facts and stops there. 


Creativity in Retailing 

Fortunately, however, there are 
many instances in retailing where crea- 
tivity and leadership have been com- 
bined in one individual with great 
benefit. A few examples: the intro- 
duction of the one-price system, which 
put an end to haggling and assured fair 
and equal treatment to all customers ; 
the conception that “the customer is 
always right,” which built confidence 
in the thinking of consumers and con- 
vinced them that their complaints 
would be heard and would get more 
than just consideration; the develop- 
ment of the department store, where 
many lines of merchandise were gath- 
ered under one roof, thus providing 
the consumer with a wider selection of 
goods than ever before; the self-selec- 
tion and self-service methods of han- 
dling customer transactions, thus sav- 
ing time for the consumer and expense 
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for the store management. The men 
who developed these ideas and put 
them to work demonstrated dramati- 
cally the possibilities offered by creative 
leadership. 


Skills Used in Leadership 


No attempt will be made here to give 
an all-inclusive list of the skills of lead- 
ership. This representation will confine 
itself to the consideration of those 
skills which, in the most recent studies, 
give the greatest indication of lasting 
and effective leadership in most situa- 
tions. The skills enumerated here are 
those skills that are likely to be most 
useful when carried over from one 
situation to another. For want of a 
better term, they are described as hori- 
zontal skills to differentiate them from 
the vertical skills, which apply to 
specific situations only. 

Skill I. Human Relations. The first 
of these leadership skills is human re- 
lations. This is a broad area, encom- 
passing many activities having to do 
with all of the dynamics involved in 
the relationships between people in 
working situations. It is practically 
impossible to overemphasize the im- 
portance of this particular skill as it 
applies to leadership. Lack of com- 
prehensive knowledge about the in- 
tricacies of human nature has tripped 
up many who have tried to be leaders. 

Someone has said, “The most im- 
portant thing about any person ts his 
attitude toward other people.” If the 
reader wants to nail anything to the 
wall of his office to look at every day, 
nothing would be better for self-train- 
ing in leadership than this sentence. 
Research has proved that adjustment, 
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job performance, and morale of non- 
supervisory employees are greatly in- 
fluenced by the behavior of supervisors 
and executives. Human relations is 
concerned with all of the material 
available on human feelings, needs, 
motivations, perceptions, frustrations, 
and conflicts. This human relations’ 
skill needed in leadership, then, is com- 
prised of: first, the understanding of 
human nature; and second, the ability 
to adjust one’s own behavior as a 
leader to lead other people in their 
behavior toward achieving established 
goals. 


Leader Behavior Classified 


A leader’s attitudes are expressed in 
part by his behavior within his group 
and its influence on group effectiveness. 
For the purposes of this presentation, 
leader behavior has been divided into 
three broad classifications, dealing with 
the leader’s general approach.* ® 

5K. Lewin, R. Lippitt, and R. E. White, “Pat- 
terns of Aggressive Behavior in Experimentally 
Created ‘Social Climates,’” Journal of Social Psy- 
chology, X (1939), 271-99. 

®*C. G. Browne, “Laissez-faire or -Anarchy in 


Leadership?” ETC: A Review of General Seman- 
tics, XIII, No. 1 (1955), 61-66. 
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The first classification may be called 
“autocracy.” In this approach to the 
group the leader determines the policy 
and dictates or assigns the work tasks. 
There are no group deliberations, no 
group decisions. The leader is per- 
sonal in his praise and criticism but 
remains aloof from the others. 

The second classification may be 
called “democracy.” In this approach 
the leader allows all policies to be de- 
cided by the group with his participa- 
tion. The group members work with 
each other as they wish. The group 
determines the division and assignment 
of tasks. The leader is objective in his 
praise and criticism and takes part in 
group activities as seems appropriate. 

The third classification may be called 
“anarchy.” In anarchy there is com- 
plete freedom of the group or the in- 
dividual regarding policies or task as- 
signments, without leader participation. 
The leader supplies materials but par- 
ticipates only when asked. The leader 
makes infrequent comments on mem- 
ber activities. The leader makes no 
attempt to interfere with, or to par- 
ticipate in, the course of events. 

Figure 6 illustrates these three broad 
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classifications. Figure A_ represents 
autocracy, with the leader in the center. 
Note the strong lines indicating one- 
way communication between the leader 
and each individual in the group . 

no connections between the individuals. 
Figure B represents democracy. Note 
the indications of two-way communica- 
tion between the leader and the indi- 
viduals and between the individuals 
themselves. Figure C represents an- 
archy. Note the weak lines of com- 
munication between the leader and some 
individuals, and no lines of communi- 
cation with others . . . also the weak 
lines of communication between mem- 
bers. There is even, on occasion, the 
possibility of group members operating 
independently of the leader and the 
rest of the group. It is generally 
agreed that the greatest benefits come 
when there is the greatest participation 
and communication within the group. 
This is developed to the highest degree 
by democratic leadership. 


Retail Organizations Are Demo- 
cratic 


Illustrations in retailing of these 
kinds of leader relations with groups 
of people are numerous. The reader 
has but to review his own organization 
briefly to be able to classify it accu- 
rately. As retail organizations have 
grown larger, the tendency to move 
from the autocratic type to the demo- 
cratic type has increased steadily. To- 
day there are probably few outstand- 
ing retail organizations that are other 
than democratic as the term is used 
here. True, in any large grouping of 
people, there are segments that could 
be different . and that is frequently 
dangerous. It is almost a certainty that 
examples of autocracy and anarchy 
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could be found in practically every 
department- and chain-store organiza- 
tion in the country, but such deviations 
from the attitude of most focal-man- 
agement leaders hinder rather than 
help in achieving goals. Focal man- 
agement should recognize the charac- 
teristics of the autocratic leader and 
the anarchistic leader, and if the atti- 
tudes of such supervisors are a handi- 
cap to the progress of the business, such 
attitudes should be changed or new 
supervisors placed in charge. Procras- 
tination in taking action in such cases 
is certain to cause personnel problems 
that result in unhappiness, inefficiency, 
and higher costs of doing business. 

Skill IT. Predictive Abstracting. The 
next leadership skill is predictive ab- 
stracting,’ referred to as “empathy” in 
some studies. To influence people the 
leader must understand their attitudes 
and opinions and thinking. He must 
control his actions and develop his com- 
munications in ways which will be un- 
derstood by others. There is an Ameri- 
can Indian saying: “It is better to wear 
the other fellow’s moccasins for two 
weeks before passing judgment.” This 
ability to put oneself in the other fel- 
low’s place is important as long as lead- 
ership is considered to be a behavior 
concerned with influencing other people 
in their behavior. 

The process of abstracting means to 
take out, or to reduce, and to use part 
of the whole. Predictive abstracting 
means to be able to predict or know in 
advance what part of the whole will be 
taken out by the person with whom 
one is communicating. Predictive ab- 
stracting must be considered a signifi- 

7C. G. Browne and R. Shore, “Leadership and 


Predictive Abstracting,’ Journal of Applied Psy- 
chology, XL (1956), 112-16. 
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cant leadership skill because abstract- 
ing is involved in all language. It is 
impossible to hold a conversation with 
another person without abstracting 
taking place. 


Ability to Convey and Receive Ideas 
Is Limited 


It must be conceded that, no matter 
how hard one tries, it is impossible to 
tell another person everything one is 
thinking . . . nor can one ever know 
completely the meaning that the sym- 
bols or words used to convey a thought 
have for another person. However, if 
there is a need to influence people in 
a group toward accomplishing goals 

in other words, if one is trying 
to be a leader . then it is most de- 
sirable to develop this ability to pre- 
dict what the thinking of the group will 
be or what abstracting will take place 
on the part of any individual. To dis- 
regard the principle of abstracting in 
human relationships is a serious mis- 
take for any leader to make and can be 
the cause of much of the confusion 
and many of the misunderstandings 
that are so annoying to everyone. 

Because retailing still involves the 
use of people more than the use of 
machines, predictive abstracting is a 
skill every retail executive should de- 
velop to the utmost. There is one de- 
partment store with a large merchan- 
dising staff and a corps of several 
hundred department managers and as- 
sistant department managers that finds 
itself in a state of confusion far too 
often simply because these people do 
not understand what they are supposed 
to do. Every effort is made to explain 
plans clearly to the major executives, 
but when these plans are transmitted 


to the department heads the weirdest 
things take place. This illustrates what 
occurs when executives do not under- 
stand, or do not use, the skill of pre- 
dictive abstracting. 

Skill [1]. Language and Communi- 
cation. The next leadership skill is 
language and communication. This is 
an important horizontal skill that ap- 
plies under practically all conditions. 
The effective leader should know much 
about the natwre of language and how 
it relates to human beings. It has been 
stated that leadership is the process of 
influencing the activities of an organ- 
ized group in its task of goal setting 
and goal achieving. Most of this in- 
fluencing is done by the use of words. 

The effective leader, in measuring 
the importance of language, needs to 
remember that “without language man 
could never have come to his reason or 
even to his senses.” For language is 
the distinguishing difference between 
human beings and animals. It has made 
possible all human advances, since it 
provides a means of passing on knowl- 
edge from one generation to another. 
Referring to the discussion of creativ- 
ity, it was indicated that the basis of 
creativity is learning and knowledge, 
and knowledge depends on language. 


More Communication Needed 


Although it may seem superfluous 
to emphasize the importance of the 
skillful use of language and communi- 
cation in retailing, there is dramatic 
evidence daily to indicate how much it 
is needed. This is particularly notice- 
able among salespeople in cases where 
there is a clear indication of lack of 
training, and training is an important 
form of communication. Throughout 


m 


sti 
an 
th 
co 
es. 


th 
lez 
no 
bil 
wc 
mi 
bu: 
ing 
spc 
sid 
the 
ing 
eff 
ing 
spc 
wh. 
bili 
par 
con 
in | 
sire 
pot 
plac 
job. 
sis» 
terr 

va 
defi 
mut 
gan 
acce 
ber 
the 
of t 
sc 


(Cam 


Spr 








SKILLS OF CREATIVE LEADERSHIP 37 


many retail organizations, an under- 
standing of the skillful use of language 
and communication falls far short of 
the specialized and technical knowledge 
considered by many to be a primary 
essential. 

Skill Il’. Responsibility and Au- 
thority. A discussion of the skills of 
leadership would be lacking if it did 
not include some reference to responsi- 
bility and authority. These are two 
words that are frequently mistreated, 
misused, and misunderstood in many 
business relationships thus caus- 
ing much frustration. The use of re- 
sponsibility and authority has been con- 
sidered as a single skill here because 
they are so closely related in the think- 
ing of most people that it is more 
effective to treat them together. 

Barnard * has offered some challeng- 
ing thoughts on the concepts of re- 
sponsibility and authority. In his some- 
what different approach responsi- 
bility is defined as “the power of a 
particular private code of morals to 
control the conduct of the individual 
in the presence of strong contrary de- 
The value of this 
point of view lies in the emphasis 


sires or impulses.” 


placed upon the individual in any given 
job, rather than the customary empha- 
sis upon the individual's seniors for de- 
termining his responsibilities. 
Authority in this new approach is 
defined as “the character of a com- 
munication or order in a formal or- 
ganization by virtue of which it is 
accepted by a contributor to, or a mem- 
ber of, the organization as governing 
The value 
of this definition lies in the fact that it 


the action he contributes.” 


*C. I. Barnard, The Functions of the Executive 


(Cambridge: Harvard University Press, 1947). 
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points up the relationship between the 
supervisor and the supervised and em- 
phasizes the recognition of authority 
as a two-way communication process. 
While it is true that authority is dele- 
gated by senior authority, it is neces- 
sary for a successful supervisor to 
recognize that delegated authority has 
no operating significance until and un- 
less it is accepted by those people who 
are being supervised. In simple lan- 
guage, it means that the possession of 
authority is meaningless if no one does 
what he is told to do. The real proof 
of a leader’s authority comes when the 
group responds positively to his com- 
munications, 


Responsibility and Authority 
Should Be Equal 


For practical operating purposes, it 
is required that the responsibility and 
authority of each individual should be 
equal if he is to carry out his work 
activities effectively. It also should be 
pointed out that, while authority may 
be delegated, responsibility cannot be. 
Responsibility may be assigned. When- 
ever a senior person passes On some 
of his authority to a junior, he is in 
effect relieving himself of the author- 
ity, and it is not expected that he will 
exercise authority in the area that has 
been delegated. However, when a 
senior person passes on responsibilities 
to a junior person, he does not relieve 
himself of any of his own responsibili- 
ties. In short, no matter how much 
responsibility he assigns, he remains 
with the same responsibilities he had 
before. It is, therefore, proper to refer 
to assignment of responsibility and dele- 
gation of authority. 
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Skill V. Selection and Training. 
The next leadership skill is selection 
and training . . . again considered to- 
gether because both must be of a high 
order to make either unusually effec- 
tive. It is unnecessary to dwell at any 
length on the fact that the continuing 
value of leadership in any organization 
depends on how skillfully subordinates 
and replacements are selected and 
trained. Executive talent appears to be 
a scarce article today. Certainly the 
demand exceeds the supply. There- 
fore acknowledged leaders must employ 
all sound means available to identify 
leadership qualities in other people 

. and to develop these qualities. 

There are excellent selection tech- 
niques available. They should not be 
ignored because it may take time and 
effort to understand them. The knowl- 
edge and help to be had from good 
interviewing practices should be used. 
The psychological tests in use today 
have much to offer. Selection is one of 
the areas where psychologists have been 
able to go furthest in developing de- 
pendable tools. The leader who doesn’t 
use them deprives himself of some of 
the best means of obtaining valuable 
information about other people. 

The essentials of training are sim- 
ple: 

1. The leader must recognize 
that people learn what they need 
to learn with greater precision un- 
der guidance than when left to 
their own devices. 

2. Time is well spent in devel- 
oping a training program tailored 
specifically to the needs of the 
company or the department under 
consideration. 


3. Once a program has been ap- 
proved, it should be followed and 


a sufficiently long period allowed 
to make it effective. 


A warning to be heeded in the de- 
velopment of any training program is 
that there are no short cuts to knowl- 
edge. 

Skill VI. Creativity. Creativity is 
rare... itis elusive . . . it has tem- 
perament in the popular sense. Crea- 
tivity cannot be turned on and off at 
will. It is not automatic, it is not a 
mechanical thing. Creativity does not 
burst into being in oneself or in other 
people as a usual thing with the same 
suddenness as light from pressing an 
electric switch. On the other hand, it 
is not magical like pulling a rabbit out 
of a hat... although some people 
would like to leave that impression. An 
important thing to remember about 
oneself and others is that creative lead- 
ers must have time. An overload of 
details smothers creative ability. 


Steps in Creative Thinking 


Here are the four basic steps in 
creative thinking: 


1. Preparation. This involves 
learning . . . the accumulation of 
knowledge and ideas. 

2. Incubation. This involves 
letting the ideas soak in . . . kick- 
ing them around. This incubation 
period is not necessarily planned 

is often involuntary. It in- 
cludes the free association of many 
thoughts, sometimes seemingly un- 
related. It embraces tense, con- 
centrated thinking. It takes time. 
To be fully fruitful, it must be 
unhurried. 

3. Inspiration or Illumination. 
The thoughts and ideas begin to 


(Continued on page 49) 
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Retail Selling Can and Should 
Be Improved 


ROBERT H. MYERS 
Miami University, Oxford, Ohio 








In the summer of 1956, the author studied various methods of im- 
proving salesmanship in a large midwestern department store. 
Here he analyzes briefly such causes as low pay, inadequate train- 
ing and supervision, unrewarding work. He then devotes the major 
part of the article to possible solutions, such as: increased use of 
self-selection and self-service; better pay; the removal of non- 
selling chores from a salesperson’s day; improved training and 
supervision; improved sales meetings; and increased individual 
conferences between supervisors and salespeople. 








One of the major problems in mar- 
keting today is the inefficiency and in- 
eptness of retail salesmanship. Just 
a little progress in the solution of this 
problem would go further toward re- 
ducing distribution costs than the same 
amount of effort applied in any other 
area of distribution. 

There are three reasons why this is 
true: retail salesmanship is as _ ineffi- 
cient as any phase of distribution ; the 
cost of retailing is greater than all other 
distribution costs combined ; by far the 
largest single expense of the retailer 
is compensation for his salespeople. 

Store operators are literally losing 
millions of dollars each year because 
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their salespeople do not know how to 
sell merchandise to prospective cus- 
tomers who have come into their stores. 
No matter how good the retailer’s ad- 
vertising, display, merchandise, and 
services are, if his salespeople cannot 
make his prospective customers want 
his merchandise more than they want 
their cash (or their present charge ac- 
count balance), they will walk out and 
his merchandise will remain on the 
shelves. 

The ineffectiveness of retail sales- 
manship is reported in several differ- 
ent information sources. Fortune mag- 
azine conducted shoppings in 1949 and 


1952 to appraise this effectiveness, and 
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the findings were depressing both 
times. In fact, an article on the 1952 
findings, appearing in the July 1952 
issue of Fortune, was entitled “Point 
of No Sale.” Over the years, Will- 
mark shopping surveys have shown 
that retail salespeople are particularly 
weak on suggestion selling, trading-up, 
closing sales, approaching customers, 
and handling their objections. In 1952, 
Sales Management magazine ran a 
series of articles entitled “Adventures 
in Shopping,” based on shoppings of 
retail salespeople conducted by mem- 
bers of its staff. Again the results were 
discouraging. Shoppers from Sales 
Management ran into indifferent, dis- 
courteous, poorly informed salespeople 
who showed slight ability to build de- 
sire for merchandise or to use other 
techniques of good retail salesmanship. 

A few department stores have inter- 
viewed former charge-account custom- 
ers who have closed their accounts to 
find out why they lost their customers. 
The most common reason cited was the 
indifferent attitude of the salespeople. 

Is there a solution to the problem of 
the low level of retail salesmanship? 
There definitely is, and at no great in- 
crease in expense. The story to be 
told here is based on the experience of 
the writer in the summer of 1955 while 
studying various possible methods for 
improving store salesmanship in a large 
carriage-trade department store in a 
midwestern city. Although this discus- 
sion is based on observations of retail 
selling in one department store, the 
suggestions for improving retail sales- 
manship presented here seem generally 
applicable to the solution of this prob- 
lem regardless of the type of store. 


Causes of the Problem 


Why is it that retail salesmanship is 
so poor? There are several answers to 
this question. 

Low Pay. Selling at retail has the 
reputation of being a low-paying job. 
Average weekly earnings of people in 
retail trade compared with those in 
other occupations (reported in the 
Business Statistics section of any issue 
of the Survey of Current Business) 
show that this reputation is deserved. 
For example, the April 1956 Survey 
shows that average weekly gross earn- 
ings for workers in February of 1956 
were lower for the “Retail Trade” 
classification ($59.44) than for any 
other ‘“Nonmanufacturing Industries” 
employment classification except the 
“Service and Miscellaneous” classifica- 
tion (ranging from a low of $41.00 to 
a high of $47.09). Of all occupations 
listed in the Survey, there were only 
two with average weekly earnings be- 
low the $42.94 paid to department-store 
workers (“General Merchandise” clas- 
sification )—these were the $41.00 paid 
to laundry workers and the $41.30 paid 
to employees of ‘Hotels, year-round.” 
Good people with the ability to learn 
quickly and apply what they learn are 
not likely to be attracted to jobs where 
the pay is below average when they can 
command more for their services else- 
where. 

Inadequate Training and Supervi- 
sion. Most department stores seem to 
believe that training retail salespeople 
means essentially showing them how 
to make out sales checks for the many 
different types of transactions they will 
have on the selling floor. So the major 
emphasis in training is on system, with 
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some slight coverage of store history, 
policies, and organization. Training re- 
tail salespeople in salesmanship tech- 
nique is either neglected completely or 
greatly underemphasized. 

When the new salesperson goes on 
the floor, she receives little or no help- 
ful assistance on how to sell from the 
buyer or so-called department man- 
ager because she is too busy with her 
other duties to stay on the floor. The 
new salesperson may be assigned to a 
‘‘sponsor’’—an experienced salesperson 
who is supposed to show her the ropes. 
The sponsor system has at least three 
distinct weaknesses: (1) The sponsor 
is too busy with her own work to spend 





time with a new sales trainee. (2) She 
may not know how to teach salesman- 
ship technique because she may be a 
poor salesperson herself. (3) At any 
rate, this isa risky, unsystematic way to 
train new salespeople. 

Unrewarding Work. Retail selling 
has the reputation of being routine, un- 
stimulating, and lacking in prestige. 
Furthermore, it is generally believed 
that the retail salesperson works long 
hours—despite the fact that she usually 
works a 40-hour week, just like com- 
parable employees in other businesses 
and industries. This idea is partly a 
carry-over from the past when hours 
were long, and partly because many 
people are under the illusion that store 
hours and the hours a retail salesperson 
works correspond. This assumption, 
false though it is, hurts the reputation 
of retailing and often causes people of 
high ability to shun this type of work. 


Possible Solutions 


More than one possible solution to 
the problem of poor retail salesmanship 
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has been suggested by those in the field. 
A quick review of these suggested solu- 
tions includes: 

Self-Selection and Self-Service. 
Some leaders in the field advocate 
greater emphasis on self-selection and 
self-service. They reason along these 
lines: the effectiveness of self-service 
and self-selection in building volume 
and lowering personnel costs has been 
clearly demonstrated in the food, drug, 
hardware, and variety fields. Because 
of limited abilities in people attracted 
to the field, they reason, the best way to 
cope with the situation is to stop trying 
to improve the quality of retail sales- 
manship and to adopt techniques of 
self-selection and self-service. E. B. 
Weiss, a prominent merchandising con- 
sultant, expressed this view in his arti- 
cle in the November 1952 issue of 
Fortune, entitled “Sales People Can't 
Be Trained.” The logic behind this ap- 
proach—which seems to me thoroughly 
defeatist—is that since salespeople can- 
not be trained, the selling job should be 
done by advertising, informative la- 
bels, attention-capturing packaging, and 
prominent, enticing in-store displays. 
With this array of selling techniques, 
the reasoning goes, it would take an 
unusually poor salesperson to forestall 
a sale at the point of purchase. 

Pay Salespeople More. Another pos- 
sible solution to the problem is to pay 
salespeople more. Money attracts those 
with more to offer, it is stated, and if 
retailers pay more for selling jobs, the 
raw material from which salespeople 
are molded will improve. This solution 
is not likely to be palatable, however, 
to the retailer who is already faced 
with decreasing profit margins and in- 
creasing selling-cost percentages. Fur- 
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thermore, the lackadaisical, indifferent 
attitude of many salespeople who are 
on commission, or some other incen- 
tive-type compensation plan, suggests 
that it takes more than money to moti- 
vate many salespeople to do a better 
job. 

Engineering Approach. Another pos- 
sible approach to the problem is to 
make the salesperson’s physical sur- 
roundings more conducive to sales effi- 
ciency. In this so-called “engineering” 
method, the purpose is to arrange the 
physical equipment of the selling floor 
so that a salesperson can handle more 
transactions per hour and per day at 
less cost per transaction. Proponents 
of this system suggest such things as 
arranging counters, merchandise, cash 
registers, and wrapping materials so 
that a salesperson can complete a trans- 
action in less time and with fewer steps 
and fewer motions ; moving salespeople 
in departments currently suffering sea- 
sonal inactivity to more active depart- 
ments, or having them engage in tele- 
phone selling during slack periods ; and 
separating nonselling from selling ac- 
tivities so that salespeople can concen- 
trate on selling activities. For example, 
sales checks might be redesigned so 
that information needed by the Audit- 
ing Department could be more quickly 
recorded by salespeople at the close of 
a transaction. The task of keeping 
merchandise on the floor in good condi- 
tion might be taken from salespeople 
and assigned to heads of stock. 


Need for Improved Training and 
Supervision 


Training. In my opinion, retail sales- 
manship will be most improved, at least 


cost, by a more effective program ot 
training and supervision. The sales 
training department of a department 
store (or any store, for that matter) 
should spend more time with new em- 
ployees on principles of salesmanship 
technique than it does on store system, 
history, and policies combined. The 
new person needs to know how to ap- 
proach customers, how to kindle cus- 
tomer desires for the merchandise, how 
to handle customer objections, how to 
close sales, and how to encourage cus- 
tomers to come back. A new sales- 
person should not be permitted to go 
on the floor without thorough training 
in these salesmanship techniques, no 
matter how indoctrinated he may be, 
according to customary procedures, on 
how to make out sales checks. 

After new salespeople have had their 
initial training in salesmanship tech- 
nique and store system, they should 
work on the floor for about six weeks. 
Then they should be called back for 
further training in role-playing situa- 
tions. In this type of training, a train- 
ing department representative super- 
vises the trainees’ enactment of typical 
sales situations which have been pre- 
pared in advance, one trainee acting 
as the salesperson and another as pro- 
spective customer. Prepared sales cases 
are enacted until each salesperson in 
the group has had a chance to act as a 
salesperson. For maximum trainee 
participation, groups should be limited 
to no more than twelve. Following 
each enacted sales situation, helpful 
comments and suggestions should be 
solicited from the other trainees by the 
trainer, who will then sum up the main 


points illustrated by the case. Role- 
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playing situations should contain the 
most frequently {recurring difficult 
problems faced by salespeople when on 
the floor. Display equipment, merchan- 
dise, telephones, and other likely props 
should be used to make them as realis- 
tic as possible. The reason for delay- 
ing this type of training until the nov- 
ice has had some floor experience is to 
quicken her interest and attentiveness 
for problems that she has encountered 
at least once on the selling floor. 

Role playing is an _ educationally 
sound training technique. Educators 
say that people absorb more, remember 
longer, and apply more quickly what 
they learn by participation methods. 
They learn better because they have 
the opportunity to make immediate and 
realistic use of what they are learning. 
This “training through doing” should 
serve as an effective climax to the new 
salesperson’s previous training in sales- 
manship technique and her floor ex- 
perience. 

Floor Supervision. The greatest sin- 
gle area for improving retail salesman- 
ship is through a program of careful 
on-the-floor supervision. This practice 
is often sadly neglected because the 
buyer or department manager is too 
busy with her buying and over-all ad- 
ministration duties in the department 
to spend much time with her sales- 
people on the floor. The assistant buyer 
or assistant department manager often 
works so closely with the buyer or 
manager, or is so concerned with stock 
levels and the proper flow of stock to 
the department, that she, too, has little 
time to help with actual selling prob- 
lems. So the new salesperson, even 
though she may have had adequate ini- 
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tial training, becomes the forgotten 
person on the selling floor. What she 
learns, she picks up from experience 
(often bitter) or from the advice of 
older salespeople. This advice may or 
may not be good, but if the present 
level of retail salesmanship is as low as 
generally believed, such a haphazard 
system of supervision will merely per- 
petuate ineffective selling. 

Department Sales Supervisors. The 
plan suggested here is that someone in 
each department of a store (probably 
the assistant department manager) be 
made fully responsible for effective 
personal selling in her department. 
She might be designated “department 
sales supervisor” and she should spend 
at least one fourth of her time every 
day on the supervision of salespeople 
on the floor. The following supervi- 
sory techniques and practices (as tested 
by the writer in his department-store 
work last year) may be helpful to her: 

1. Morning meetings on salesman- 
ship technique. Twice a week, before 
the store opens, the department sales 
supervisor might hold 20-minute meet- 
ings on salesmanship technique, con- 
sidering such topics as how to attract 
customers, how to approach customers, 
how to demonstrate and dramatize 
merchandise, how to build desire for 
the merchandise, how to handle objec- 
tions, and how to close sales. Sales- 
people should be encouraged to discuss 
their particular problems and report on 
pertinent sales situations which they 
have recently encountered. At the close 
of each meeting, the department sales 
supervisor would give each salesperson 
an outline of the topic covered during 
that meeting. 
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2. Interviews with individual sales- 
people. The department sales super- 
visor should also hold frequent indi- 
vidual interviews with salespeople on 
problems of technique. If the last few 
customer shopping reports on Sales- 
person A, for instance, indicate that 
she is a weak “closer,” the department 
sales supervisor should have one or 
more talks with her on closing tech- 
niques, going over her mistakes tact- 
fully and showing how she can adapt 
the generally accepted closing methods 
to her particular customer relations. 
By analyzing the past shopping reports 
of a salesperson before talking with 
her, the department sales supervisor 
can make certain that the topics of the 
interview will be those on which the 
salesperson needs advice and assistance. 

3. “Listen in” on sales interviews. 
The department sales supervisor should 
“listen in” on several sales interviews 
each day. If the transaction was han- 
dled well by the salesperson, the de- 
partment sales supervisor should com- 
pliment her; where pertinent, she 
should suggest to the salesperson how 
the sale might have been handled bet- 
ter. Effective selling ideas and tech- 
niques (usually used by the better 
salespeople) picked up during these ob- 
servations should be passed on to all 
people in the department by the depart- 
ment sales supervisor. For example, 
the writer observed a salesperson in the 
etter Dress Department handle the 
problem of a customer’s friend who ob- 
jected to every dress the salesperson 
showed. Her technique of getting rid 
of the “objecting third party” was 
passed along to the other salespeople in 
the department. 

If this “listening-in” technique is to 


be acceptable to salespeople, the spirit 
in which it is done must be positive. 
The department sales supervisor must 
convince her salespeople that she is 
“listening in” to help them improve 
themselves—not that she is snooping 
to “get something” on her salespeople. 
To help create this attitude toward her 
“listening in,’ the department sales su- 
pervisor should be unsparing in her 
praise for well-handled transactions. 

4. Answer salespeople’s questions. 
Whenever salespeople ask questions 
about their work—particularly on how 
they should handle customers—they 
should either be answered by the de- 
partment sales supervisor, or she 
should help them try to work out their 
own answers. This gives salespeople a 
definite person in authority to go to 
with their questions and problems. It 
also encourages a salesperson to try to 
improve herself by thinking of her 
weaknesses, knowing that she can go to 
someone who will give her help. 

5. Clearinghouse for sales ideas. The 
department sales supervisor should 
constantly pass along the good ideas 
and suggestions of the best salespeople 
to all in her department. The depart- 
ment sales supervisor can also use these 
ideas to illustrate points or build de- 
sirable attitudes. For example, the 
writer collected stories from sales- 
people to illustrate the danger of “‘siz- 
ing up” customers from their appear- 
ance. A salesperson in the Sportswear 
Department sold $200 worth of cash- 
mere sweaters to a young, plain-look- 
ing, drably dressed woman—and _ she 
paid cash. This experience was told to 
everyone in the department to illustrate 
the danger of “sizing up” customers. 

6. Suggestion selling. Reports of 
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shoppings of retail salespeople unani- 
mously indicate that suggestion selling 
is the phase of salesmanship where 
most retail salespeople are weakest. 
They just do not suggest related, addi- 
tional, or higher quality merchandise. 
Here is where the department sales 
supervisor can do a real job of improv- 
ing retail salesmanship. 

An occasional morning meeting con- 
ducted by the department sales super- 
visor should be devoted to suggestion 
selling. Salespeople should be asked 
what items they suggest and how they 
suggest, with the department sales su- 
pervisor adding helpful ideas on sug- 
gestion selling. Not only would sales- 
people be exposed to a great many good 
ideas on this aid to selling, but more 
important, they would develop an 
awareness of its value. In talks with 
many retail salespeople, the writer has 
become convinced that the main reason 
salespeople do not suggest is simply 
that they forget. By bringing up and 
talking about this selling technique fre- 
quently, the department sales super- 
visor can get the idea of suggestion 
selling into salespeople’s minds and get 
them into the habit of doing more of it. 

7. Suggestion-selling campaigns. Sug- 
gestion-selling campaigns should be 
conducted by the department sales su- 
pervisor. The nature of the campaign 
will differ for various kinds of mer- 
chandise. For example, it was found 
in the Housewares Department that 
many of the salespeople liked to sug- 
gest wax paper. Accordingly, a cam- 
paign based on the number of sales 
resulting from these suggestions was 
conducted. In the Yard Goods and 
Sportswear Departments specific items 
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were not selected for suggestion be- 
cause the appropriate item to suggest 
depends upon the customer’s specific 
purchase or the item in which she has 
shown most interest. So in these de- 
partments the campaign was based on 
the largest number of multiple-item 
sales checks. Specifically, the sales- 
person who had the largest percentage 
of multiple-item sales checks as a per- 
centage of total sales checks won the 
campaign. Salepeople were repeatedly 
reminded how they @uld increase their 
number of multiple-item sales checks 
by suggestion selling. 

Such campaigns should usually last 
one week. Were the campaign to cover 
a longer period, interest might wane. 
The department sales supervisor should 
hold a meeting the morning the cam- 
paign is to start to announce it, create 
enthusiasm, and give the participants 
suggestion-selling tips. Salespeople’s 
names should then be posted and they 
should be asked to enter their sales by 
“suggestion only” beside their names 
at the end of each day. Having sales 
people keep their own records may not 
be as accurate as other possible meth- 
ods, but it is the easiest and least ex- 
pensive method from the clerical stand- 
point. (When this was done by the 
writer, there were no instances of 
salespeople falsifying their records. 
This may have been because each sales- 
person was under the surveillance of 
the others throughout the day and had 
to enter her record in the presence of 
the others on the posted card.) In most 
cases, no prizes were given to winning 
participants. The incentive of daily 


yosted standings seemed quite adequate 
] g | 











+6 JOURNAL OF RETAILING 


to stimulate each participant to keep 
suggesting during every transaction. 

8. The results of the suggestion-sell- 
ing campaigns. The results of these 
suggestion-selling campaigns were dra- 
matic at the store where they were 
used. In the Jewelry Department an 
effort was made to move out seventy 
bottles of jewelry cleaner which had 
been in the department for a consid- 
erable period of time. The jewelry 
cleaner was made the subject of a one- 
week suggestion-sglling campaign. Ev- 
ery salesperson was asked to suggest 
the jewelry cleaner during each trans- 
action. In the one-week period, sixty- 
one bottles of the jewelry cleaner were 
sold. All salespeople in the House- 
wares Department participated in a 
one-week campaign concentrated on a 
large-size box of wax paper. Figures 
on wax paper sales for the week of the 
campaign showed that sales exceeded a 
typical week by 300 per cent. In the 
Sportswear Department, a one-week 
campaign on multiple-item sales was 
conducted. Two prizes were awarded 
in this campaign—one to the salesper- 
son with the largest percentage of mul- 
tiple-item sales to total sales ; the other 
to the one showing the greatest im- 
provement in her multiple-item to total 
sales ratio during the campaign week 
over the immediately previous week. 
In this campaign standings were not 
posted by the salespeople but by the 
department sales supervisor, who ob- 
tained the results from the sales checks 
in the Auditing Department. For the 
entire Sportswear Department, there 
was a 235 per cent increase in multiple- 
item sales during the week of the cam- 
paign over the previous week. 


Summing It Up 

The quickest, most effective, and 
least expensive way to improve retail 
salesmanship is to change the method 
of training and supervising retail sales- 
people. Specifically, these things should 
be done: 

New salesperson trainees should be 
given a good initial dose of  sales- 
manship technique training. Following 
some floor experience, they should be 
brought back to the Training Depart- 
ment for role-playing training under 
the watchful eye of sales trainers and 
senior salespeople. 

Selling performance of all sales- 
people should be carefully supervised 
by department sales supervisors, who 
should spend a minimum of two hours 
per day on this vital job. Department 
sales supervisors would do such things 
as the following: conduct frequent— 
at least twice a week—morning meet- 
ings on salesmanship technique ; inter- 
view individual salespeople, giving 
them suggestions and advice on how to 
improve their selling technique ; “listen 
in’’ on several sales transactions each 
day in order to help each salesperson 
in the department with her sales work ; 
act as a clearingiiouse for all good ideas 
on selling practices, making certain that 
these ideas are passed along to all sales- 
people; and department sales super- 
visors should organize and conduct fre- 
quent suggestion-selling campaigns in 
their departments. 

With such a two-part program of 
salesperson training and floor super- 
vision, the quality of retail salesman- 
ship in the store using it should im- 
prove substantially at little extra cost 
to the store. 
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The Honor Roll in Retailing at 
New York University 


A Roster of America’s Retailing Leaders 


CHARLES M. EDWARDS, JR. 
Dean, New York University School of Retailing 





Stanley Simon 


For more than thirty years the New 
York University School of Retailing 
has been honoring leaders in retailing 
from all parts of the country by con- 
ferring upon them honorary member- 
ship in the Alpha Chapter of the Eta 
Mu Pi Fraternity, the only fraternity 
of its kind in the field of retailing. 
Founded in 1922 in the New York 
University School of Retailing, Eta 
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Mu Pi has grown into a national or- 
ganization, 

In keeping with the high standards 
to which it has adhered since its estab- 
lishment, the Alpha Chapter grants 
honorary membership only to those 
who have made noteworthy contribu- 
tions to the ethics, the science, and the 
practice of retailing. 

When it awards honorary member- 
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ships to men and women of outstanding 
accomplishment in retailing, the Alpha 
Chapter presents to the recipients writ- 
ten citations that summarise some of 
the major facts about their achweve- 
ments. In the belief that the careers 
of these distinguished merchants will 
prove interesting and inspiring to its 
readers, the JOURNAL OF RETAILING 
publishes one or more of these citations 
in cach issue. The purpose is twofold: 
(1) to call well-deserved, wider atten- 
tion to the attainments of some of the 
foremost business leaders of our day, 
and (2) to provide a cumulative source 
of imformation about retailers for 
reference purposes. 

Chosen for recognition in this issue 


is: 


Stanley Simon 


When Stanley Simon graduated 
from Harvard College in 1936 at the 
age of nineteen, he got off to an early, 
fast start on a business career. Since 
that time, he has never slowed down 
in his climb to the top. During the 
twenty years that have slipped by, he 
has held executive positions of increas- 
ing responsibility in three different 
fields: ir the investment business, in 
retailing, and in manufacturing. 

Upon his graduation from college, 
Stanley Simon returned to his native 
New York to join a brokerage firm as 
a stock specialist. Four years later he 
moved to Dallas, Texas, where two im- 
portant events occurred: he was mar- 
ried to Marcelle Kramer, and he en- 
tered the retailing field with A. Harris 
and Company. After advancing to the 


position of assistant merchandise man- 
ager within three years, he returned to 
New York again in 1943 to accept a 
position with the Bulova Watch Com- 
pany. 

A dedicated and tireless worker, with 
the ability to grasp and analyze busi- 
ness issues quickly and surely, Stanley 
Simon has had a meteoric rise in the 
Bulova organization. By 1950, seven 
years after he became associated with 
the company, he was made a vice presi- 
dent at the age of thirty-three. By 
1955, he also was elected to the Board 
of Directors. Meanwhile he was chosen 
as a director of the Bulova Research 
and Development Laboratories, Inc., 
as well as of the Jewelers Acceptance 
Corporation, and of the Buzzards Bay 
Gas Company. 

Because of his keen interest in peo- 
ple and because of his capacity to get 
things done, he was charged in 1944 
with the development of the Joseph 
Bulova School of Watchmaking. Es- 
tablished by the Bulova Foundation, of 
which Mr. Simon is a trustee, this re- 
markable institution has provided voca- 
tional rehabilitation to hundreds of 
paraplegic veterans of World War II 
and recently has extended its services 
to handicapped civilians from all parts 
of the country. As further evidence of 
his human touch, Stanley Simon has 
given liberal support to the New York 
University-Bellevue Institute of Physi- 
cal Medicine and Rehabilitation, and to 
the New York Chapter of “The 52 
Association,” a national organization 
concerned with the welfare of the dis- 
abled veterans of the armed forces. 

Realizing that the prosperity of the 
manufacturer and the retailer are in- 
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separably connected, Mr. Simon initi- 
ated the Training Program in Jewelry- 
Store Management and Merchandising 
which has been conducted twice a year 
by the New York University School of 
Retailing, with the co-operation of the 
Joseph Bulova School of Watchmak- 
ing, since 1949. During its fourteen 
consecutive sessions, this intensive, 
two-week course has attracted more 
than three hundred jewelers from every 
state in the union and from Canada. 

Despite the rapid progress that he 
has made in everything he has under- 
taken, Stanley Simon has always worn 
his success modestly. Thoughtful, con- 
siderate, generous, he is never too busy 
to lend a helping hand to a deserving 
person or a worthy cause. Inevitably, 
therefore, he has won the admiration 
of all who know him, including his 
many friends in the New York Uni- 
versity School of Retailing. 

For his dynamic leadership in busi- 
ness, for his foresight in sponsoring 
the training program in jewelry-store 
management, and for his unselfish in- 
terest in the problems of the handi- 
capped, the New York University 
School of Retailing is proud to bestow 
upon Stanley Simon honorary member- 
ship in the Alpha Chapter of the Eta 
Mu Pi Fraternity. 


Skills of Creative Leadership 


(Continued from page 38) 


take form and order. A “new” 
thought occurs. 

4. Verification and Revision. 
This is the process of testing the 
new thought or idea against the 
old . . . viewing it in the light of 
present conditions to determine 
how it will work. This step in- 
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volves molding, revising, chang- 

ing so as best to fit the situation 

for which the new thought was 
developed. 

Training for creativity is difficult. 
But creativity can be learned, just as 
one can learn how to be a leader . 
just as one can learn how to use any of 
the skills of leadership. Psychologists 
have proved this. There are many sys- 
tems open to study and investigation. 
It is not the purpose of this article to 
include them, for, after all, it is neces- 
sary to grasp the HOW of the skills of 
leadership before attempting to learn 


the WHAT of them. 


Summary 


This article has presented some of 
the thinking involved in present-day 
leadership investigations. Leadership 
was defined as the process of influenc- 
ing the activities of an organized group 
in its task of goal setting and goal 
achieving. Creativity was defined as a 
complex mental process involving the 
selection and combination of ideas and 
thoughts of which the individual is 
conscious into an idea or thought of 
which the individual previously was 
not conscious, or cannot recall at the 
time. 

The skills selected for discussion 
were those that appear to give the 
greatest indication of lasting and effec- 
tive leadership in most situations, as 
well as those skills which are likely to 
be most effective when carried over 
from one situation to another. The 
skills selected were: (1) human rela- 
tions, (2) predictive abstracting, (3) 
language and communication, (4) re- 
sponsibility and authority, (5) selec- 
tion and training, and (6) creativity. 
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Retail Labor Costs 
(Continued from page 13) 


rise has been particularly marked for 
variety stores, which have absorbed 
part of the increase by widening their 
gross margins by about two percentage 
points. Nevertheless, payrolls as a per 
cent of gross margins increased signifi- 
cantly so that the ratio averaged about 
50 per cent in 1955. A similar ratio 
prevails for department stores. 

The data available for larger and 
smaller stores and chains show diverse 
patterns of relative labor costs. For all 
retailing, relative labor costs appear to 
increase with size. For department 
stores and specialty stores, size appears 
to have little effect; while for variety 
chains, relative labor costs appear to 
vary inversely with size. Under these 
conditions, generalizations that are ap- 
plicable to all retailing do not appear 
possible. Each line must be examined 
in terms of its own characteristics and 
pattern of cost behavior. 





Resale Price Maintenance 
(Continued from page 16) 


prices for their brands insist on these 
prices being observed. The strongest 
supporters of resale price maintenance 
are the manufacturers of groceries and 
pharmaceuticals. 


Economics of Price Cutting 


The economics of the price cutters 
are simple: they buy in bulk, which 
means that they receive rebates from 
the manufacturers which are then 


passed on to the consumer. They hope 
to sell in bulk, increasing turnover, and 
compensating for lower profit margins. 

These economies in service and bulk 
buying enable them to retail goods at 
least 5 per cent below prevailing prices, 
in some cases as much as 25 per cent. 
The attitude of the manufacturers 
toward this price cutting is somewhat 
ambivalent: their own profit margins 
are not affected, and they benefit from 
the increased sales of their products. 
But they cannot afford to ignore the 
views of the established retail out- 
lets, which object strongly to branded 
goods being sold to their cut-price 
competitors. 

At the moment, while supplies re- 
main more than adequate to meet the 
demand, manufacturers are turning a 
blind eye to price cutting of their 
branded products so long as it helps 
their sales. A fairly widely held view 
is that they would not be willing to 
face the adverse publicity they would 
receive if they took price cutters to 
court under the terms of the Act. On 
the other hand, it is unlikely that the 
cut-price stores will win as much of 
the market as their American counter- 
parts; apart from the natural con- 
servatism of British housewives, as 
evidenced by the results of the inves- 
tigation referred to above, there is a 
natural antipathy toward price cutters 
and a vague feeling that their activities 
are, to some extent, antisocial. Most 
housewives will probably continue to 
prefer shops which offer good services 
and special amenities, even if they have 
to pay more for what they buy. 
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Book Notes* 


American Imports, by Don D. Hum- 
phrey. New York: The Twen- 
tieth Century Fund, 1955, xviii+ 
546 pages. $6.00. 


In this study, sponsored jointly by the 
Twentieth Century Fund and the National 
Planning Association, an attempt is made 
to improve the understanding of the problems 
arising from freedom of trade on the inter- 
national level. The author shows how the 
tariff laws reflect both sides of public opin- 
ion—the desire to expand trade and the 
growing fear of foreign competition. An 
examination is made of the effects of busi- 
ness cycles, historical growth, technological 
advance, and institutional factors upon the 
development of international specialization 
and trade. Several specific lines of goods 
are studied from the viewpoint of their in- 
jury to domestic enterprise. The final chap- 
ter is a policy statement prepared by the 
Committee on International Policy of the 
National Planning Association. The state- 
ment was based on the data and analysis pre- 
pared by Mr. Humphrey. 

Gorpon B. Cross 


An Introduction to British Economic 
Statistics, by Ely Devons. New 
York: Cambridge University 
Press, 1956, vii+ 255 pages. $4.00. 

The discussion deals with major topics of 
British economic statistics, including popula- 
tion, employment, production, foreign trade, 
prices, income, and national income. Descrip- 
tions are provided of the statistical data that 
are available on each subject, where the infor- 
mation is published, and an evaluation of 
The statistics 


discussed, 


its reliability. main uses of 
are with special emphasis 
being given to problems of interpretation and 


also 


pitfalls to avoid in using statistics. 
While the volume is designed primarily 
for university students of economics and com- 


* Unless otherwise 


pared by T. D 


noted, Book Notes were pre- 


Ellsworth. 
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merce, all persons in economic research, in- 
dustry, journalism, politics, and public serv- 
ice who have to use economic statistics in 
their work should find it helpful. 

Ely Devons is the Robert Ottley Professor 
of Applied Economics at the University of 
Manchester. 


A Quarter Century of Change in Cin- 
cinnati Business Centers, by Wil- 
liam Applebaum and Bernard L. 
Shapker. Cincinnati: The Cin- 
cinnati Enquirer, 1956, 32 pages. 


This study is a sequel to one made in 1931 
of the outlying business center of Cincinnati, 
including Norwood, St. Bernard, Elmwood 
Place, and Cheviot. The purposes of the cur- 
rent effort were to determine: (1) changes 
that had taken place from 1931 to 1955 in 
the business centers originally studied, (2) 
new business centers that had emerged in 
the area originally studied, (3) outlying 
business centers that existed in Hamilton 
County outside the area initially investigated, 
and (4) what new, planned shopping centers 
were emerging. 

The basic data for the report include (1) 
a map for each business center and (2) a 
statistical summary sheet that was derived 
from the map. Supplementing this report, 
there is a Complete Atlas of Business Cen- 
ters, Cincinnati- Hamilton County, Ohio, 1955, 
that was published under the auspices of 
the American Marketing Association, Cin- 
cinnati Chapter. The provides a 
wealth of data for those concerned with the 
problems of old business areas and with the 
centers in 


report 


development of new shopping 
Hamilton County. 

Retailers located in large metropolitan 
areas should find this report of great inter- 
est in that it suggests a plan for appraising 
the impact of large, planned shopping cen- 
ters on ojder business areas. The study re- 
ceived an award for “advancement of sci- 
ence in marketing” from the Cincinnati Chap- 
ter of the American Marketing Association. 
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William Applebaum is currently a con- 
sultant to the food industry and to the Har- 
vard Business School. Bernard L. Shapker 
is a marketing research consultant, a mem- 
ber of the marketing faculty of the Univer- 
sity of Cincinnati, and a director of Burgoyne 
Grocery and Drug Index, Inc. 


Bergdorf’s on the Plaza, by Booton 
Herndon. New York: Alfred A. 
Knopf, 1956, x + 244 pages. $4.50. 


Here is the story of how Edwin Goodman 
joined forces with Herman Bergdorf at the 
beginning of the century to found Bergdorf 
Goodman's, one of New York City’s most 
famous fashion stores. It is even more the 
story of Edwin Goodman and of how he 
grew from a young man in Rochester, New 
York, to become one of the foremost fashion 
arbiters of his time. The book also provides 
some insight into the management and opera- 
tion of this unusual store. A full complement 
of stories about people associated with the 
store, either in executive capacities or as cus- 
tomers, adds greatly to the readability and 
interest of the volume. 


Business Information, How to Find 
and Use It, by Marian C. Manley. 
New York: Harper and Brothers, 
1955, 265 pages. $5.00. 


This book has three major divisions. 
Part I discusses the sources and application 
of business information, listing many spe- 
cific types of publications. Part II lists by 
subject the major publications and carries 
detailed information on their contents. The 
third section is a comprehensive index, 
through which all references to a given topic 
or publication are assembled. Because the 
chapters on directories, services, trade asso- 
ciations, and government publications all con- 
tain references to specific fields, the detailed 
index is an all-important tool. People with 
a special interest in research, advertising, or 
accounting, for instance, will find services 
and publications in these fields listed under 
appropriate headings in the index. 


An entire chapter entitled “Distribution 
and Its Elements” is devoted to sources of 
information which will prove valuable to 
retailers. Included are such bibliographies 
as Comprehensive Marketing Bibliography, 
compiled by David A. Revzan of the Uni- 
versity of California, and “Market Research 
Sources,” Business Literature, Volume XIX, 
Number 6, published by the Public Library 
of Newark, New Jersey, covering govern- 
ment publications. Another helpful reference 
from Business Literature is “Marketing 
Studies and Consumer Analysis,” listing 
market-area studies, commodity studies, and 
statistics, as well as maps of trading areas 
and other special studies. The various retail- 
ing publications, services, and directories are 
also listed, along with a brief section on 
recent books and magazine articles in the 
field. 

Marian C. Manley has been business li- 
brarian of the Public Library of Newark, 
New Jersey, for thirty years. 

SALLIE SEWELL 


Business Practices, Trade Position and 
Completion, by Oswald Knauth. 
New York: Columbia University 
Press, 1956, 177 pages. $3.00. 

The thesis of this stimulating and read- 
able volume is that the classical static theory 
of economics is based on assumptions that 
no longer fit the facts of the dynamic func- 
tioning of our economy. A theory is pro- 
posed that is consistent with the facts of 
modern business life and furnishes a more 
adequate basis for judgment and action to- 
day than can result from current attempts 
to repair old theory. The value of account- 
ancy, marketing, investment, and government 
in our present economy is defined and dis- 
cussed, as are also concepts such as “mo- 
nopoly,” “oligopoly,” and “competition.” The 
argument is advanced that a dynamic con- 
cept of continuous adjustment is needed to 
maintain equilibrium within the shifting pres- 
sures of our present economy and “that from 

a balanced, wise interplay of all the elements 

involved, including innovation, a satisfactory 

and expanding productivity results.” 
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Oswald Knauth is adjunct professor of 
marketing, Columbia University, and, in ad- 
dition, a director of the American Bureau of 
Economic Research and a trustee of the 
American Enterprise Association. He has 
had a long and distinguished business career. 


The Changing Shape of Metropolitan 
America: Deconcentration Since 
1920, by Amos H. Hawley. Glen- 
coe, Illinois: The [ree Press, 
1956, i+177 pages. $4.00. 


This monograph is the second in a series 
dealing with growth patterns in metropolitan 
areas of the United States. It complements 
the initial study in that it provides an analy- 
sis of the redistribution of population in all 
metropolitan areas for which comparable 
census data are available from 1900 to 1950. 
It finds: (1) that in the period from 1900 
to 1920 the trend within metropolitan areas 
was toward increasing concentration of popu- 
lation in and close about central cities, (2) 
that deconcentration set in after 1920, ac- 
celerating through the succeeding decades to 
1950, and (3) that the effects of the decon- 
centration were most noticeable in unin- 
corporated areas. This monograph is perti- 
nent reading for all large-scale, downtown 
retailers. 

Amos H. Hawley is professor and chair- 
man of the Department of Sociology at the 
University of Michigan. 


Conference Board Reports: Tuition- 
Aid Plans, Studies in Personnel 
Policy, No. 151. New York: 
National Industrial Conference 
Board, Inc., 1956, 67 pages. $2.00 
for companies associated with the 
National Industrial Conference 
Board. 


This report is based on an analysis of in- 
formation from 166 companies ranging in 
size from under 250 employees to many thou- 
sands of employees. It reveals that while a 
majority of these firms make their tuition-aid 
plans available to both salaried and hourly 
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employees, they frequently establish eligibil- 
ity requirements, such as type of occupation, 
length of service, and approval of super- 
visors. Among other findings are: (1) not 
all firms give tuition aid for courses offered 
by every type of school, (2) about two thirds 
of the firms reimburse their employees for 
correspondence courses provided certain re- 
quirements are met, (3) most of the firms 
pay tuition costs at the end of a course, 
(4) the firms generally assign administra- 
tion of tuition-aid plans to someone in the 
personnel department, and (5) over nine in 
ten of the firms believe that they benefit 
materially from such plans. 


Consumption and Business Fluctua- 
tions: A Case Study of the Shoe, 
Leather, Hide Sequence, by Ruth 
P. Mack. New York: National 
Sureau of Economic Research,* 
1956, xvii+293 pages. $7.50. 


This analysis of cycles in consumption 
shows how consumer spending for shoes re- 
acts to changes in income, how fast the reac- 
tion occurs, and how rapidly it is trans- 
mitted back to wholesaler, producer, and sup- 
plier of raw materials. It reveals that the 
shoe industry not only participates in busi- 
ness cycles but traces shorter cycles of its 
own. It also discloses how fluctuations in 
retail shoe sales are magnified at certain 
levels in the chain of distribution and pro- 
duction and moderated at others and how 
consumer buying plays an active rather than 
a passive role in economic affairs. 

Ruth P. Mack is a member of the research 
staff of the National Bureau of Economic 
Research. 


The Core of the City, by John Ran- 
nels. New York: Publications of 
the Institute for Urban Land Use 
and Housing Studies, Columbia 
University. New York: Colum- 


* Although this book is published by the National 
Bureau of Economic Research, it is available through 
the Princeton University Press, Princeton, New 


Jersey. 
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bia University Press, 1956, xxix 
+233 pages. $5.50. 





This book proposes (1) a theory for de- 
termining the interrelationships between the 
land-based activities and structures in a city 
and (2) a graphic-statistical method of com- 
paring groups of activities in the control 
district. It then relates how this theory and 
method were tested in a study of the inter- 
relations of the central activities and physi- 
cal structures and environmental conditions 
in Philadelphia. It concludes that “the value 
of a city’s physical assets is not inherent in 
the actual structures so much as in the use 
that is made of them.” There are sixteen 
tabulations and ninety-five figures inter- 
spersed throughout the text for illustrative 
and supporting purposes. 

John Rannels is an architect with a back- 
ground in civil engineering and city plan- 
ning. He was associated with the Institute 
for Urban Land Use and Housing Studies, 
Columbia University, at the time that this 
and another closely related investigation were 
being conducted in Philadelphia. The re- 
port on the other study was written by 
Robert B. Mitchell and Chester Rapkin; it 
was titled, Urban Traffic. 


Credits and Collections in Theory and 
Practice, by T. N. Beckman and 
Robert Bartels. New York: 
McGraw-Hill Book Company, 
1955, xi+612 pages. $6.50. 


This is the sixth edition of a best-selling 
work which is intended as a text for a first 
course in credits and collections at schools 
of business administration. Actually, the 
book goes far beyond the scope which the 
title seems to indicate. A very important 
section is devoted to financial-statement 
analysis as a source of credit information. 
Two sections are devoted to credit manage- 
ment and control, making the book fulfill its 
purpose of serving to train management per- 
sonnel. Consumer credit at the retail level 
is given an objective appraisal as well as a 
descriptive treatment. The new edition is 
completely modern in every respect. 

Gorpon B. Cross 


The Development of Markets for New 
Materials, by E. Raymond Corey. 
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Boston: Division of Research, 
Graduate School of Business Ad- 
ministration, Harvard University, 
1956, xii+265 pages. $4.00. 


The experiences of major producers of 
aluminum, fibrous glass, and plastics are 
analyzed for a threefold purpose: (1) to 
describe their efforts to build markets for 
materials by developing markets for new end 
products made from these materials, (2) to 
identify characteristics of marketing prob- 
lems encountered in these projects, and (3) 
to study their methods of attacking these 
problems. The source material is composed 
of a series of case studies. 

Part I deals with the materials producer's 
efforts to bring together a fabricator-custo- 
mer group and the technical and promotional 
assistance given to this group in its efforts 
to develop a market for the new end product. 
Part II examines the initial demand for 
new products, both consumer and industrial, 
among new users and the introduction of 
these products to the market. Part III gives 
consideration to the problems encountered 
in the development of the growing market. 
In conclusion, basic considerations are sug- 
gested for the materials producer to weigh 
when dealing with the over-all marketing 
job of developing markets for new materials. 

E. Raymond Corey is associate professor 
of business administration at the Harvard 
Business School. 


Directory of Department Stores, 1956- 
1957. New York: Department 
Store Guide, Inc., 1957, 1186 
pages. $40.00. 


Here in one book are listed all the inde- 
pendent and all the chain department stores 
throughout the country. Included are com- 
pany name, address, telephone number, New 
York resident buying office, executive per- 
sonnel, merchandise managers, buyers, dis- 
play directors, and equipment and _ fixtures 
buyers. It also indicates each store’s trading 
area, both main store and branch stores, with 
the names of branch-store managers. In- 
cluded for the first time in this year’s edition 
are specialty stores and leased departments in 
department stores. 

The size and scope of the book are indi- 
cated by the fact that 3,339 companies are 
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CRISIS IN RETAILING 


included, operating a total of 11,981 stores 
and employing 41,173 buyers, merchandise 
managers, and executives. The directory 
contains a new “pink-page” section which 
lists the major resident buying offices, as 
well as the New York office of department- 
store groups, with a list of their buyers and 
buying functions, and a complete listing of 
the department stores each office represents. 
Included in this section are such resident 
offices as AMC, Frederick Atkins, Gimbel’s 
Central Buying, Macy’s Corporate Buying, 
the May Company, Mutual Buying, etc. 


The Crisis in Retailing 
(Continued from page 26) 


will, therefore, be the major form of 
retail promotion during 1957. 

Obviously, to escape some of these 
effects, there will be a greater em- 
phasis upon exclusive and restricted 
lines, particularly in the department 
stores, specialty shops, and better drug- 
stores. 

The share of big-city volume versus 
suburban volume must continue to de- 
cline. With the tightness of money, 
those retail outlets with the financial 
resources will be putting increasing 
emphasis upon credit terms and install- 
ment selling, thus adding to the handi- 
caps of the noncredit retailer and the 
smaller outlet. 

We are witnessing two contradictory 
currents in retail distribution. One is 
the drive for higher markups, spurred 
by the steadily mounting expenses. 
But, of course, higher volume could 
reduce these ratios. The other is the 
demonstration that even with merchan- 
dise that has always sold at fixed and 
traditional markups it is possible to 
shrink the margins drastically. This 
proof is offered by the increasing num- 
ber of discount operations in many 
fields. 
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Given the dynamics of the American 
“standard of consumption,” the plain 
fact is that the retailers provide, in 
effect, the chief bottleneck in the flow 
of goods from producer to consumer. 
They get the largest single slice of 
that 60 cents or so out of the con- 
sumer’s dollar that pays for the cost of 
distribution. 

Granting his economic function, 
there still remain the questions of the 
efficiency and the rising costs of opera- 
tion of the individual retailer. Behind 
these are, of course, even larger ques- 
tions. Can this society pour unendingly 
so much of its productive capacity and 
effort into goods and services for cur- 
rent consumption? Are we not penaliz- 
ing the generations to follow with our 
low and pitifully inadequate rate of 
replacement and addition to schools, 
hospitals, low-income housing, and the 
like? 

In a sense, the retailer is himself 
‘standard of consump- 


a victim of this ‘ 
tion.” For if we raise the taxes to pay 
for this needed social plant and equip- 
ment, then we must reduce the flow of 
goods for current consumption. If we 
increase the volume of consumer goods, 
the retailer’s margin acts as a “tax” 
which limits consumption. 

These are some of the larger ques- 
tions which enter into the realm of 
national policy and whose solution 
will still further alter the nature of 
American retailing. 


Revitalization of New York 
(Continued from page 4) 


Conclusions 


From an analysis of the findings of 
this survey, it would appear that the 


eee 
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respondent agencies have accomplished 
in the past, and are continuing to 
accomplish, many important improve- 
ments within and = surrounding the 
Manhattan area, However, some of 
the agencies that direct their activities 
toward unique problems and projects 
seem to be unconcerned with the over- 
all maintenance of Manhattan as a 
complex but nonetheless unified whole. 
Perhaps some active co-ordinating 
body is needed to direct these numer- 
ous agencies so that their various proj- 
ects, plans, and activities would result 
in more effective, combined results. 

When the stated goals of all the 
groups are considered collectively, how- 
ever, there seems to be increasing em- 
phasis upon the importance of co- 
ordinated effort. One example of this 
switch from specific aim to general is 
to be found among agencies which, at 
time of organization, occupied them- 
selves with one problem in one locale, 
and later enlarged their area of con- 
cern to embrace all problems in one 
section of Manhattan, or one stratum 
of improvement projects throughout 
the city. Much remains to be done, 
however, in order to capitalize upon the 
skill, training, and creativity of the 
operating agencies and the people who 
support them. If complete co-ordina- 
tion of these energies and talents could 
be achieved, there would be no rea- 
son for halting—even temporarily—the 
progress of Manhattan as an impor- 
tant retailing, industrial, and residential 
center. 

Here is a list of development agen- 
cies in New York, many of which par- 
ticipated in the above survey: 

Avenue of the Americas Associa- 
tion, Inc.; Broadway Association, Inc.; 
Community Planning Districts, Bor- 


ough of Manhattan; Department of 
Marine and Aviation; Downtown Man- 
hattan Association, Inc.; Fifth Avenue 
Association; Forty-second Street Mid- 
Manhattan Association, Inc.; Four- 
teenth Street Association; Lexington- 
First Avenue Association; Murray Hill 
Association; Thirty-fourth Street Mid- 
town Association; Twenty-third Street 
Association; Uptown Chamber — of 
Commerce ; Uptown Retail Guild, Inc.; 
Washington Square Association; lest 
Side Association of Commerce 

American Institute of Architects; 
American Institute of Planners; Better 
Business Bureau, Inc.; Citizens Zon- 
ing Committee; Construction Coordi- 
nator, Port of New York Authority; 
Harlem Real Estate Board; Harrison 
and Abramovits; New York City De- 
partment of Markets; New York City 
Real Estate Board; New York City 
Trucking Authority; New York Con- 
vention and Visitors Bureau, Inc.; 
Public Service Commission of State 
of New York; Webb and Knapp, Ince. 

Citizens Housing and Planning; 
Committee on Slum Clearance; Com- 
munity Service Society; Housing and 
Home Finance Agency; New York 
City Housing Authority; New York 
State Division of Housing; New York 
State Housing Authority 

Automobile Club of New York; 
Department of Traffic; Empire State 
Highway Transportation; Metropoli- 
tan Rapid Transit Commission; New 
York City Omnibus Corp.; New York 
City Transit Authority; Police Com- 
mission on Traffic; Port of New York 
Authority; Transit Advisory Commis- 
ston; Triborough Bridge and Tunnel 
Authority 

Citizens Budget Commission; Citi- 
sens Union; City Club of New York; 
Commerce and Industry Association 
of New York; New York Board of 
Trade; New York City Department 
of Commerce and Public Events; New 
York City Department of Parks; New 
York City Planning Commission; The 
Regional Plan Association,  Inc.; 
Women’s City Club of New York 
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